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The Trend of Events 


LIGHT IN THE DARK? .. . The calling off by John 
L. Lewis of the coal strike which tied up much of 
the coal production for eighteen days is widely 
viewed, perhaps overoptimistically so, as a distinct 
spur to rational wage bargaining. If so, it would 
mark a welcome turning point in labor-management 
relations that in the recent past have been rapidly 
coasting to a severe crisis. While CIO unions in the 
steel, automobile, rubber and electrical industries 
are expected to continue their drive for higher 
wages and carry out strike votes to gain their ends, 
it is nevertheless held likely that the abortive coal 
strike will at least temporarily have a sobering ef- 
fect on the more militant labor leaders in mass 
production industries. 

In effect, the calling off of the coal strike which 
was started to unionize mine foremen, marks a de- 
feat for the UMW leader, coming as it did after two 
weeks of protestations that he couldn’t call off the 
strike because he hadn’t ordered it. Nevertheless, 
he simply ordered work resumed. The coal operators 
didn’t give an inch; nor were there any mine 
seizures or presidential appeals. Perhaps the im- 
pending White House intervention to curb the na- 
tionwide strike wave had something to do with the 
decision but mainly, there were sound reasons for 
Mr. Lewis’ action and they are not far to seek. 

For one, the great mass of miners had nothing 
to gain from the strike. Unionization of mine fore- 
men would not add to the miners’ income but merely 
swell the UMW treasury to the tune of some $1.44 


million annually in additional dues. Enthusiasm of 
the rank and file therefore did not come up to ex- 
pectations. The strike was not popular. Secondly, it 
was all too evident that public sentiment severely 
opposed the strike, not only because it was in vio- 
lation of the UMW contract but because it was in- 
terfering with reconversion, was closing schools and 
endangering the national welfare. Thirdly, the mine 
owners were determined not to grant any conces- 
sions which would lead to unionization of their fore- 
men. Thus it might have been a long drawn-out bat- 
tle, for with the war over, the President hesitated 
to use his power under the Smith-Connally Act to 
seize the mines. And a long drawn-out strike would 
almost certainly have backfired to the detriment of 
the UMW; perhaps it wouldn’t have been feasible 
at all, and Mr. Lewis shrewdly realized this. For 
the record he indicated that he would resume his 
fight at a “more opportune date.” This frank ad- 
mission that the strike was not well timed pre- 
sumably because of its disastrous effect on recon- 
version—it threatened to tie up the vital steel and 
electric power industries—came as a great surprise. 

Whether the development in the coal strike is a 
forerunner of similar constructive decisions in other 
industries remains to be seen. In view of what has 
happened, it appears almost too much to hope. But 
here is hoping. Maybe it marks the turn of a long 
road. If more peaceful and more patient collective 
bargaining during the remainder of the reconver- 
sion period would ensue, all would benefit including 
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organized labor. No one will probably realize this 
more than the steel workers who already have lost 
heavily in wage earnings because of the closing of 
the steel plants forced by the coal strike. As a re- 
sult, their urge to stop work may not be so strong 
when the United Steel Workers (CIO) this week 
begin negotiations with U. S. Steel Corporation on 
the union’s demand for a wage increase. 


JOBS AND FREEDOM .... In the present environ- 
ment of uncertainty and diverging opinions as to 
postwar objectives in the fields of employment and 
national economy, the recently released report of 
the Committee for Economic Development entitled: 
“Toward More Jobs and More Freedom” deserves at- 
tention. The CED, an independent national organi- 
zation of businessmen, has worked effectively for 
three years to promote bold business planning for 
high employment, based on full production, in the 
postwar era. In its latest pamphlet, prepared by its 
research committee, it looks into the longer range 
future and attempts to answer one of the most con- 
troversial questions of our times: What is the Gov- 
ernment’s proper role in the quest for full em- 
ployment? 

In doing so, it rejects the idea that a Government 
of limited power can fulfill a guarantee so unlimited 
as that of jobs for all. It also rejects the other 
extreme idea, that economic intervention by Gov- 
ernment endangers the American way of life. In- 
stead, it takes a middle position, based on the thesis 
that Government, as the servant of the people, has 
a great responsibility and a great opportunity in 
the matter of employment. Its policies and actions, 
inescapably, hape a decisive effect on the national 
economy. Thus Government’s most vital function 
in fostering employment should be the establish- 
ment of conditions under which a free enterprise 
system can operate efficiently, at the same time 
counteracting the tendencies in that system towards 
booms and depressions. 

To this end, the CED proposes that the President 
and Congress affirm that the attainment of high 
level production and employment within the frame- 
work of a free-enterprise system is a major objec- 
tive of national policy. And secondly, that a Presi- 
dential commission on full employment and a joint 
Congressional Committee on full employment be 
created, these bodies to work together toward de- 
velopent of a continuing, co-ordinated Government 
program. 

It is in outlining such a program where the CED 
report becomes really interesting. The program, it 
asserts, should include many measures more effec- 
tive and less dangerous than a “jobs for all” guar- 
antee. Among these, the report cites the stamping 
out of practices that restrict competition. The re- 
moval of obstacles that interfere with the estab- 
lishment of new business and the growth of small 
business. A tax system which within the require- 
ments of adequate revenue will impose the least 
possible restrictions upon expansion of production 
and employment. Intelligent planning and timing of 
public works projects. Extension of social security 
coverage and unemployment compensation pro- 
tection. 


There is little controversy as to the soundness of 
most of these suggestions but this cannot be said of 
the Committee’s views on taxation, monetary policy 
and Government finance. Here it embraces the 
theory of a compensatory economy in all its dubious 
aspects and openly states that “it is generally agreed 
that an annual balance of the budget is impractical.” 
It goes on to advocate a “cyclical budget” under 
which receipts and expenditures would be planned 
to balance out at some defined level of high employ- 
ment. In other words, what is proposed is a system 
of economic experimentation, an attempt which in 
the opinion of many is much more likely to lead to 
progressive inflation than economic stability. While 
it may be the way to more jobs, under given cir- 
cumstances, it appears at least questionable whether 
it is the way to more jobs with more freedom. 

Coming from an organization of prominent busi- 
nessmen, such a proposal is highly significant 
though there may be some doubt as to how many 
actually agree with it. At any rate it demonstrates 
the new thinking now current in many business 
quarters in their earnest effort towards correcting 
the faults of the free-enterprise system and obtain- 
ing a greater measure of economic stability. 


END OF LAND GRANT RATES... Abolition of iard 
grant rates may become an actuality next year. 
After 95 years of letting the Government ride for 
half fare, the railroads finally can look forward to 
the end of the preferential land grant rates now 
enjoyed by Army and Navy shipments. 

In spite of a good deal of controversy including a 
threatened filibuster, the Senate has now passed a 
bill that would require all Government shipments to 
pay applicable commercial rates after October 1, 
1946. The House already approved the same bill 
with comparatively minor differences. President 
Truman was sympathetic to land grant repeal as a 
senator and will hardly oppose it as Chief Executive. 

From the railroads’ standpoint, repeal of course 
comes too late to do the most good. It is estimated 
that during the war, special rates have cost the 
railroads between $20 and $30 million monthly. By 
October 1946, Government traffic will have fallen 
off very substantially, thus any cash advantage ac- 
cruing to the carriers from repeal will be corre- 
spondingly less. Still the railroads will be glad to 
have the issue settled. 

It’s an issue of long standing, it’s origin going 
back to 1850 when two grants of Federal land were 
made, one to the Illinois Central and another to the 
Mobile & Ohio, to encourage construction of a north- 
south transcontinental line. During the next 20 
years, the Government gave various railroads, al- 
most all of them in the South and West, a total of 
179,284,000 acres from the public domain, not as 
right-of-way grants but as “bonuses” to stimulate 
railroad construction. Attack on land grant rates in 
recent years has led to a good deal of litigation; 
Various cases are pending and the Government may 
fight hard to prevent refunds to the roads. But at 
any rate, what frequently has been called “gift 
rates” will soon be ended and the Government will 
pay the same as everybody else. 
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BY ROBERT GUISE 





THE VICTORS’ LOT 


VENTS since the war’s end make it plain that 

the victors’ lot is not an easy one. Failure of the 
London Conference of Foreign Ministers has spot- 
lighted the many difficulties that lie in the path to 
an early and stable peace in Europe. The vacuum 
between the East and West is growing larger, and 
discord and misunderstanding appears to deepen 
rather than diminish. Problems of occupation, both 
in Germany and Japan, are mounting. They are ac- 
centuated not only by the threat of starvation, dis- 
ease and possible widespread unrest during the com- 
ing winter when condi- 
tions admittedly will be- 
come critical. Hardly less 
troublesome is the trend 
of political relations, the 
mutual suspicions — be- 
tween Russia and the 
Western Allies, their di- 
vergent objectives and 
views on such subjects 
as German reparations, 
that country’s economic 
future, and the extent of 
tussian participation in 
the control of Japan. Is- 
sues over the political 
structure of nations in 
the Russian orbit con- 
tinue to complicate mat- 
ters and keep fanning to 
new life the latent 
doubts that have long 
existed in the Western 
countries and _ Russia 
concerning each other’s 
ultimate objectives. 

While Big Three poli- 
cies appear to have en- 
tered a period of watch- 
ful waiting, with gener- 
al assessment of the international situation and per- 
haps some quiet bargaining efforts to compromise 
at least some of the issues that are keeping them 
apart and have stalemated initial steps towards estab- 
lishing peace, colonial revolts have been flaring up in 
Southeast Asia where the Dutch, British and French 
now find their own supremacy under fire. It is a 
situation that forcefully thrusts into the foreground 
one of the numerous problems left in the wake of 
the war — collateral perhaps but nevertheless quite 
important. 

Annamite nationalists in Indo-China for some 
time have been fighting bloodily for independence. 
“Death to French domination” has been their slogan 
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and casualties have been heavy. The situation has 
been aggravated by widespread starvation due to 
crop failure, with two million people reportedly hav- 
ing died from hunger. Altogether, 72% of Indo- 
China’s teeming population are said to be in open 
revolt. 

In Malaya, rioting natives have demanded inde- 
pendence from Britain. In Java, Indonesian leaders 
have proclaimed that they would rather “live in 
hell” than submit to Dutch rule again. They have 
declared war against the Dutch and there have been 
numerous clashes _ be- 
tween native forces and 
Dutch and Japanese 
troops, the latter hurr- 
iedly impressed as police 
for lack of sufficient Al- 
lied forces. Allied troops 
on the scene are totally 
inadequate in numbers 
to cope with the situa- 
tion; small British and 
Dutch forces rushed to 
widely scattered areas 
are greatly outnumber- 
ed by the Indonesian na- 
tionalists and the clashes 
threaten to flare into full 
warfare throughout Java 
and Sumatra. 

Pending arrival of al- 
lied reinforcements, the 
Japanese still have the 
greatest number’ of 
troops on the islands and 
they are being used to 
maintain order and com- 
bat the guerillas. Thus 
while the white man has 


TO THE VICTOR N. Y. Times reoccupied Java, he has 


been forced to call on his 

defeated enemy for help as Dutchmen, Eurasians 
and Japanese were being killed in numerous dis- 
tricts. Only in Batavia, the capital, and in Sema- 
rang does he rule, chiefly by force of British arms. 
It is a paradoxical and also a dangerous situation. 
So far the natives have refused to deal with the 
Dutch who are pleading for more British help. Ba- 
sically, the British favor a strict “hands off’ policy, 
not wishing to be unnecessarily involved in the 
political conflicts of non-British territories. They 
have troubles of their own, plenty of them, in the 
Malay States, in India and elsewhere in the Far 
East, and have their hands full in trying to main- 
tain British influence and (Please turn to page 109) 
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PROJECTING MARKET TRENDS 


Though more mixed, the technical evidence is still bullish on balance; and the 

longer-term economic outlook remains favorable. But the prospect on a near term 

basis appears somewhat questionable. While any considerable profit-taking may 
be deferred for a while longer, caution is in order on new purchases. 


it ee ea 


igs VIEW of the market’s large rise since the end 
of the war in August, the intermediate outlook 
inevitably is subject to increasing question. The re- 
cent technical evidence has been mixed, partly en- 
couraging, partly dubious. 

On the one hand, a considerable number of im- 
portant stocks, especially in the automotive group, 
have been stalled for some time; the rail average 
has not yet been able to come even close to its 
previous bull market high of last June; purely spec- 
ulative activity, notably in lowest price stocks of 
poor quality, has been increasing; and the com- 
posite averages have shown at least some tentative 
evidence of tiredness, as reflected in a slower rate 
of gain and more frequent minor corrections. 

On the other hand, favorable earnings or dividend 
news generally puts the affected stocks up sharply, 
while instances of poorer interim earnings are most- 
ly ignored. That kind of response is a bullish char- 
acteristic. If some groups lag, or take a rest, enough 
others come forward in spectacular advance to keep 
the pot boiling. Finally, the majority of stocks have 
been able to advance further, as witness the fact 
that this publication’s weekly indexes of 290 stocks, 
of 100 high-price stocks and of 100 low-price stocks 
all closed last week at new highs: the 290 com- 
. posite at the highest level since 1929, the 100 high- 
price stocks at a new high since 1937, the 100 low- 
price stocks at a new peak since we began the com- 
pilation of this measure. 

On balance then, the bulls still have the best of 
it on the technical indications up to this writing, 
even though there are some dubious notes in the 
symphony. For a time last Friday, with a sharp 
final-hour sell-off on large volume, it appeared that 
a storm of some proportions might be in the mak- 
ing; but there was no follow-through on Saturday. 
As we go to press, though the evidence is a bit lim- 
ited on a time basis, it seems likely that this inci- 
dent will prove to have been just another minor dip. 

However, it is not to be expected that this bull 
market will run its course without one or more in- 
termediate reactions of painful severity somewhere 
along the line; and it is probable that the unusual 
limitations of the reverses of the past couple of 
years have lulled many people into a false sense of 
security. How near we are now to a considerable 
set-back is impossible to predict, though it does not 
look imminent. Still, there are some lurking ques- 
tions about the near-term outlook, by which we 
mean the next one to three months or so; and this 
is a time when all concientious market analysts feel 
more comfortable in advising investors to hold their 
better-grade stocks for higher longer-term prices 
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than they can feel in recommending new purchases. 

Though it may be of questionable validity funda- 
mentally, a decisive proportion of those actively in- 
terested in the market have an eye primarily for the 
Dow industrial and rail averages, and will be less in- 
clined to buy and more inclined toward profit-taking 
if these before long begin to paint a less bullish 
picture. The indicated supply levels in these aver- 
ages, and the ability or inability to penetrate them, 
probably constitute question No. 1 in the prospect 
of coming weeks. 

The first significant supply level for the rail aver- 
age is last June’s high of just over 63. It was still 
nearly 3 points away at the recent best rally level 
for this group, though half a dozen or so of the 
investment-grade rails have made new peaks. Sup- 
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osing that level is topped, there is the 1937 rail 
igh to be encountered just a fraction above 64. The 
ow industrial average will be in an increasingly 
ough supply area throughout the approximately 9- 
oint zone between last week’s high and the 1937 
intra-day) high around 196. At best, even if there 
s further advance on this phase, it should not be 
urprising if we see more churning-around in these 
verages for a while; and it seems unlikely that one 
ould expect nearby advance either as general or as 
harp as that from mid-August to early October. 
Question No. 2 is what sentiment will be after 
he tax relief has become a known (and by no 
eans undiscounted) fact. As this is written, it is 
ssumed that the Senate will prevail in insistence 
n repeal of the excess profits tax, but it will not be 
ertain until there is Senate-House conference agree- 
ent, and that probably will take several more 
reeks, for the Senate still has a bit of debate on the 
heasure ahead of it. This law, whatever its details, 
ill be perhaps the last tax relief for corporations 
for a long time to come. Anticipation of it has for 
‘great many months been a bullish factor. Realiza- 
ion, in a practical market sense, is less bullish. It 
fan no longer be “looked forward to.” 

Question No. 3 in the intermediate outlook also 
elates, in a different way, to taxes and investment 
entiment. Many investors would like to clinch some 
rofits now if it were not for tax liability at existing 
ates on 1945 account. If the market works higher 
t holds close to present levels until the turn of the 
fear, there may well be much more of a tendency 
In January to build up some cash reserves, and sit 
back a while to get a better look at the 1946 pic- 
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ture. People who think that way will do little or no 
buying for the rest of this vear. Of course, the tim- 
ing may not work out at all to their thought-pattern. 
The market might be well on its way in a deep in- 
termedite set-back before the turn of the year. Be 
that as it may, we can not escape the notion that, 
however strong the basis for ultimate higher prices, 
any extension of this current move will almost cer- 
tainly be more speculative, and less investment- 
founded, than was heretofore the case. 

There has been some lessening of confidence 
among business men in key industries. Reconver- 
sion has been slowed by strikes and volume output 
in most consumers’ durable goods, especially auto- 
mobiles, is unlikely to be attained as early as had 
been hoped a few weeks ago. As a matter of fact, 
the inducement to speed it has been reduced by the 
exorbitant wage demands on one hand, the Admin- 
istration’s ceiling-price policy on the other hand. 

We believe some price inflation, of unpredictable 
scope, is ahead. We think that 1946-1947 earnings 
and dividends probably will be more bullish than 
present average prices allow for if the labor situa- 
tion does not get too far out of hand. The spread 
between stock and bond yields is still fundamentally 
bullish. Despite all this, however, we probably are 
close enough to a period of important market pause 
and readjustment to make an all-out bullish invest- 
ment-speculative policy unwise. New purchases 
should not only be carefully selective but should 
not be made at all unless one is willing to sit with 
them for more than a few months and possibly 
through a considerable reaction. 

Monday, October 22. 
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BY FRANCIS C. FULLERTON 


OTAL mobilization for war has entailed a very 

substantial expansion of industry’s productive 
capacity. It has left an America far stronger indus- 
trially and economically but it also confronts us with 
the challenging problem of how to use our new 
strength constructively for peace. The solution of 
this problem constitutes one of the prime tasks as 
the postwar era unfolds. 

We are all familiar, in broad outlines, with the 
demonstration of resourcefulness, strength and flexi- 
bility, to say nothing of productivity, that industry 
has given in its gigantic and successful war effort 
though it will be some time before we shall become 
clearly aware of the permanent changes in our econ- 
omy which will follow as a result. It is too early to 
say whether our expanded industrial structure can 
become a basis for future growth and development 
or whether the prodigious growth of our productive 
capacity must merely be viewed as a short-lived dem- 
onstration of what industry can do when put to a 
supreme test. 

The war has taught us how large our industrial 
potential really is. To what extent we can translate 
this lesson into permanent peacetime economic prog- 
ress depends on many things but foremost on our 
constructive handling on reconversion and postwar 
reconstruction. If unwisely handled, our enlarged in- 
dustrial potential could easily become a depressing 
influence. If constructively used, it can readily serve 
as a bridge to greater prosperity and above all, as a 
most effective weapon against the dangers of infla- 
tion. For to fight the latter, the first and best way is 
to produce more goods, and with fullest possible use 
of our productive capacity, there is definite reason 
for optimism on this score. 

From this viewpoint, as from many others, our 
war-swollen productive capacity constitutes a dis- 
tinct asset; but the challenge implied thereby be- 
comes no less. The war’s end not only finds U.S. in- 
dustry with a heritage of gigantic productive power 
in terms of plant facilities and equipment. We also 
have come out of the conflict knowing a great deal 
more about how to produce efficiently, speedily and 
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cheaply than we knew before. Much of this know} 
edge can serve us well in peacetime, but if anything 
it will tend to magnify the problem at hand. 


Nothing could better familiarize the reader witlf 
industry’s wartime record and its structural change} 
during the past years than a recent outline by thf 





Hoit from Cushing & 





War Production Board of the effect of World War 
on our industrial economy. The data given thereif, 


provide an excellent bird’s-eye view and are ther well 


fore presented herewith in some detail. According tf 
the WPB, the physical volume of industrial output if 
the years 1940 through 1944 increased well ovey 
100%, breaking all precedents and rising at the ratf 
of over 15% annually. This compares with a longf 
term average growth rate of about 4% a year, wit 
a 7% rate of increase during the first World War ang 
with an 8% to 12% rate during periods of mov 
rapid peacetime expansion such as during the recoif 
ery from the deep depression of the Thirties. 

The accompanying chart illustrating the wartinf 
growth of manufacturing facilities indicates som¢ 
thing of the job that was done in providing nef 
manufacturing facilities. The country’s total manlf 
facturing capacity existing in 1939 had cost aboif 
$40 billion to build. To that capacity, during the ep 
suing five years, was added some $25 billion of nef 
plant and equipment, including expenditures to col 
vert peacetime industry to war. It is a fair estimalf 
that the nation’s manufacturing capacity during tli 
period was boosted by close to one-half. Two out 4 
three dollars of the cost of this expansion was borif 
by the Government. 

Several new industries were built virtually frow 
scratch. Prior to the war we had no synthetic ru 
ber or aviation gasoline plants of any size, and th 
explosives, aircraft and shipbuilding industries we 
insignificant when measured against war time need 
Some of the big expansions elsewhere—in aluminu! 
magnesium, plastics, chemicals, metal alloys and ir 
and steel are similarly noteworthy. 

While the aforementioned chart illustrates the 
pansion of industrial facilities in major industri 
fields, the appended table of selected indexes of pif 
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ducers’ and consumers’ goods production highlights 
the enormous production gains achieved during war- 
time. The production of industrial raw materials 
increased more than 60%. Output of steel ingots was 
about 70% higher in 1944 than in 1939 and nearly 
50% above the 1929 peak while output of light 
metals and certain chemicals soared to many times 
their prewar levels. Magnesium was a star performer. 
It was just beginning to get into industrial use, at 
the rate of ten or eleven million pounds a year, be- 
fore the war. By 1944, total installed capacity was 
586 million pounds annually. The big gain in alumi- 
num directly reflected the growth in aircraft output. 
Nitrogen chemicals were needed in great volume for 
both explosives and fertilizer. Industrial aleohol went 
to make butadiene for synthetic rubber. In short, 
while almost all industries expanded to some degree 
—printing, publishing, apparel and shoes were vir- 
tually the only exceptions—the sharpest rise oc- 
curred in aircraft, shipbuilding, explosives and light 
metals in which production multiplied from twenty 
to thirty-five times between 1940 and 1944, Printing 
and publishing was held back by the paper shortage, 
the shoe industry by shortage of leather while the 
textile industries suffered from manpower shortage 
due to low wage scales prevailing in textile mills. 


Expansion Varies Widely 


The heavy investment in new plant facilities was 
quite unevenly distributed among the various major 


' industries Thus steel ingot capacity expanded by less 


than 20% while non-ferrous metal capacity rose by 
well over 200%. For some important branches of the 
metal industries such as shipbuilding and aircraft, 
the rate of expansion was very much greater. Com- 
parison of new investment with 1939 gross plant 


values indicates on the other hand that in most of 


the non-metal industries—with the notable exception 
of some branches of the chemical industry—the ex- 
pansion of capacity was relatively small, in the ag- 
gregate probably less than 10%, if allowance is made 
for depreciation during war years. 


facilities occurred in transportation equipment (rail- 
road cars and locomotives but excluding autos), in 
chemicals, iron and steel, non-ferrous metals, the 
food industries, petroleum and coal products, auto- 
mobiles and equipment, machinery, electrical machin- 

The relatively heaviest outlays for added plant 
ery, textiles and paper, in the foregoing order, with 
lesser outlays in other fields as indicated on the chart. 

But not only was the industrial plant expanded by 
nearly 50% but productivity rose as well. While the 
output of finished manufactures soared over 150% 
between 1939 and 1944, the input of labor (manhours 
worked) went up somewhat less than 100% ; that of 
raw materials about 60% and that of facilities (ma- 
chine hours of operation) about 100%. From these 
data, the WPB draws the conclusion that it appears 
safe to say that there has been a considerable de- 
crease in the consumption of resources per unit of 
output, and accordingly a corresponding increase in 
productivity as it is usually defined. This conclusion 
is supported by other evidence. Prices of manufac- 
tured goods, civilian and military combined, have 
gone up only about 20% though average hourly 
wages and raw material prices have risen about 50% 
and 60% respectively. Since industrial profit margins 
on the whole were fairly well maintained, this would 
point to the fact that real costs fell rather substan- 
tially. Productivity in civilian-type industries, ac- 
cording to the WPB, seems to have increased slightly 
despite various handicaps while productivity in the 
munitions industries appears to have increased quite 
materially. 


Finances Strengthened 


The wartime expansion in output logically led to 
very pronounced improvement in the financial posi- 
tion of American industry. Profits rose about 350% 
before taxes and some 120% after taxes, far exceed- 
ing the previous (1929) high. Net worth of industry 
increased about one-third, or by $15 billion; net 
working capital doubled, with the bulk of the in- 
crease held in cash or Government securities. Cor- 











Series Unit 
General Business Activity 
Gross National Product (deflated) 
Bank Debits Outside N. Y. C. ‘deflated) 
Nonagricultural Manhours . 
Commodity Transportation 
Electric Power 
New Construction 
Industrial Production 
FRB Index of Industrial Production............. 
Manufacturers’ Shipments Less Profits...... 
Value Added Less Profits. one 
Manhours in Manufacturing 
Wage Earners in Manufacturing............... 
Average Hours in Manufacturing............ 


uuu. Billions of 1939 dollars 
Billions of 1939 dollars 


__... 1935-39 = 100 


Millions of dollars 





sisscstiog EPSO-ER =m LOO 
Billion dollars 
wwe Billion dollars 
siicesiased OIAONS eo 

ie Million Persons 
Actual Hours . 











Productivity in Nonmunitions Mfg. Ind... 1939 = 100 
Value of Facilities in Place (deflated)*...... Billion Dollars 
Machine Tool Capacity ( | ga Thousands . 





Finished Manufactured Goods... Points in Total Index 
FRB Producers’ Equipment Munitions Index... Points in Total Index 
FRB Materials Index Points in Total Index 
FRB Consumers’ Goods Index . Points in Total Index 








*—End of year. 
Source: War Production Board. 





Indications of Economic Expansion During World War Il 


Billions of Manhours per year 


... Billions of Kilowatt hours 








1939 1940 1941 1942 1943 1944 
88.6 95.9 Ht. 121.4 131.6 134.8 | 
218.3 234.1 271.0 277.9 294.0 313.3 
75.3 79.0 89.3 98.6 104.1 101.8 
107 118 147 178 201 208 
130.4 145.0 168.2 189.2 221.0 230.6 | 
6,009 6,991 10,496 13,385 7,675 3,940 | 
109 125 162 199 239 235 | 
53.2 60.6 82.7 108.0 132.2 140.1 | 
21.1 24.6 34.2 47.4 61.5 65.7 | 
19.8 21.4 27.4 33.6 39.5 37.9 
10.1 10.8 13.0 15.1 17.0 16.1 
377 38.1 40.6 42.9 44.9 45.2 | 
100 104 108 104 104 110 | 
49.0 51.7 56.4 65.1 71.5 74.6 
934 952 1,036 1,233 1,355 1,387 
57.7 67.0 91.7 123.8 157.8 153.0 
18.1 24.7 41.0 78.8 111.3 105.9 
50.8 57.6 69.9 75.4 82.4 82.5 
39.6 42.3 50.7 45.0 46.5 82.0 





















































1942 


165 
1,706 
343 
641 
1,091 
2,167 
610 


124 
108 
133 
104 
100 
142 
139 
152 


1943 


236 
2,842 
358 
770 
1,815 
3,803 
664 


134 
105 
139 
100 

90 
141 
178 
202 


Selected Federal Reserve Indexes of Producers’ and 
and Consumers’ Goods Production 
Series 1939 1940 1941 
| Producers Goods 
Automobiles . 100 126 162 
Aircraft . 100 245 630 
ce Sy ae eae an ae De 100 164 267 
Locomotives .. 100 155 359 
Shipbuilding _' 4p0 159 375 
Explosives and Ammunition... 100 140 423 
Mfg. Arsenals and Depote.......... 100 190 377 
Il Consumers Goods 
Manufactured Food Products 100 105 118 
Printing and Publishing.............. 100 106 120 
Furniture 100 110 136 
Apparel : 100 97 112 
Shoes 100 93 114 
Tissues and Absorbent Paper . 100 112 132 
Drugs and Cosmetics... 100 103 119 
Rubber Products ee 100 109 144 
Source: War Production Board 





or might be expected to result, 
and a precise answer to that 
question is difficult at this 
time. The War Production 
1944 || Board in discussing the ques. 
ite | tion concludes that a wide- f 
2.805 spread relocation of industry 
342 has not taken place, but that 
828 there has been a heavy con- 
pr centration of these war expan- 
564 sions in the same states and 
areas where specific industries 
141 had chiefly operated before 
95 || the war. Statistical evidence 
135 | can be developed to support 
| this view but it does not ap- 
129 || pear that a final conclusion 
199 || can be arrived at on basis of 
206 | the information now avail- 
| able. Whether a relocation or 
| dispersion of industry has ac- 











tually taken place can be de- 


porate financial structures have been further forti- 
fied by the accumulation since 1940 of about $25 
billion of carry-back credits with the Treasury which 
in effect constitute a contingent addition to net work- 
ing capital. 

The purpose of our wartime industrial expansion 
was to produce the goods and munitions required for 
war, and the amount of the expansion as well as its 
location was dictated in large part by military con- 
siderations rather than economic. While the role of 
the enlarged productive plant in our war economy 
has been well established, the economic significance 
of the expanded manufacturing capacity for the 


termined only after reconversion adjustments point 
out which part of the expansion will become a per- 
manent part of the peacetime manufacturing plant. 


Industrial Center Unchanged 


Although the Pacific states have made the rela- 
tively most striking advance, the center of U. S. 
manufacturing has remained where it was before the 
war, namely in the North Eastern and North Central 
states. Shifts among individual cities have been more 
pronounced, yet only a relatively few centers have 
expanded much more than (Please turn to page 108) 











INDUSTRIAL RAW MATERIALS— 
GROWTH IN SUPPLY 


Net increase in new supply, 1939 to 1944 


EET TES Re 3,358 % 
io i cae oh cae 429% 
Nitrogen Chemicals .............. 125% 
CLES D [eRe ED De cramer ene a oe 85% 
iii ns: ein 5. il Nig devin han B gthe 73% 
inauBiraal AlCONO! i. osc cS ene 60% 
Se | ne 56% 
Lf BY +: 45% 
BOTCO OT CRS eat ea sr ea 85% 
EE SIT Py Taree 23% 
Cotton Woven Cloth.............. 15% 
TEES 2 cai oe es Ret OER D ree LE Dt 15% 








nation as a whole cannot now be ascertained with 
any degree of certainty. Practically every field of 
production is affected and the decentralization or 
further centralization of industrial areas in the com- 
ing years will be determined in large part by the 
nature and location of this expanded manufacturing 
plant. Still and all, regional shifts on the whole were 
rather less marked, and many aspects of industrial 
wartime expansion are in line with longterm trends 
observed in the past. 

A fundamental question raised is whether lasting 
regional dispersion or relocation of industry resulted, 
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PILLARS OF 


BY E. A. 


ie current wage-price controversy and the vari- 
ous economic contentions attached to it forcefully 
call to mind the lessons of the past. Equally force- 
fully, these lessons point out the broad direction we 
must take in our effort to solve this problem con- 
structively. In the new era now opening up, ours will 
be a great opportunity for further economic prog- 
ress. A prerequisite is, however, that we direct our 
efforts into the proper channels and approach vital 
economic decisions from the standpoint of long range 
national welfare rather than temporary expediency 
or group interests. And nowhere is this more neces- 
sary than in the vital field of wages and prices, now 
in the forefront of economic debate and action. 

For proper perspective, it might be well to empha- 
size that what we are now witnessing is a three- 
cornered battle for the fruits of postwar economic 
progress. The fruits of prosperity can be divided 
three ways: To industry in the form of profits; to 
labor in the form of higher wages; to the consumer 
in the form of lower prices. What is taking place 
today is a lining up of forces to get as large a share 
as they can obtain. Labor, strongly organized, has 
started the ball rolling with its present agitation for 
sharply higher basic wages, even ahead of antici- 
pated prosperity. If these demands are met even 
partially, labor stands to benefit greatly once produc- 
tion reaches volume proportions, accompanied by full 
employment and a long work week. 


Industry and the Consumer 


Industry, by asking for compensatory price in- 
creases should it be forced to meet labor’s wage de- 
mands, has signified its determination not to yield 
to these demands at the expense of what it considers 
its own rightful share in the fruits of postwar pros- 
perity. The consumer alone, unorganized and on the 
whole rather inarticulate, has not yet gone to bat 
to protect his sinterests though he cannot help but 
view the outlook with trepidation. His only spokes- 
man is the Government which insists that higher 
wages must either be offset by greater productivity 


| or else be absorbed, as much as possible, by business 


and industry. Clearly this policy—whatever its ac- 


_tual merit in individual instances—reflects the les- 
Sons of the past when lack of consideration of the 


consumer interest has led to dire results. 


__ Especially on the part of labor, the tendency is to 
identify anticipated gains in productivity with a 


fully corresponding increase in living standards, that 


is wages. It is a most one-sided attitude. First it 
selfishly ignores the interests of other economic 
groups, that is industry and the consumer. And sec- 
ondly, if wage increases lead to higher prices as they 
Inevitably will, there will be little if any net gain for 


labor. For as labor’s money wages advance, the cost 


of living will rise, and no marked benefit will accrue 
Since real wages have not advanced. What is more, 
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PROSPERITY 


KRAUSS 


labor by such exclusive preemption of the fruits of 
economic progress would certainly hurt its own in- 
terests, for it would seriously jeopardize the length 
and intensity of the postwar boom by ruining the 
market and curtailing employment potentials. It is 
here, then, where the lessons of the past should be 
relearned. 

Take our experience of the Twenties, following 
the first World War. Then as now, there was a great 
lack of goods and a large pent-up demand for them. 
This was particularly so in respect to housing but 
conspicuous also in other fields though not nearly 
comparable with today’s conditions. Then as now, 
there was an abundance of money. In the early 
Twenties, almost certain prosperity was ahead. We 
actually had it, for some time, but it ended disas- 
trously with the worst depression ever experienced, 
and it was primarily due to lack of equitable division 
of the fruits of that prosperity. 


What Happened in the Twenties 


Industry managed to obtain a large share in the 
form of excellent corporate profits. Labur, too, got a 
sizable chunk—being well organized. The consumer, 
however, failed to get his proper share because 
p-irves instead of tending lower under volume de- 
mand were allowed to rise to make the most of the 
boom. They were raised to the advantage of busi- 
ness and labor, and to the detriment of the con- 
sumer. It was not overproduction that killed the 
boom and finally brought about the depression but 
inadequate distribution of production, with consum- 
ers unable to buy the products of an industry geared 
to near-capacity output. Had there been a larger rela- 
tive flow of funds through consumptive channels, it 
would have led not only to greater utilization of then 
existing productive capacity (not fully used even in 
1929) but to its further expansion as well. In look- 
ing back, it is safe to say that if labor and industry 
had taken less and allowed more to the consumer in 
the form of lower prices, our experience would have 
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been different. While the boom probably would not 
have gone as far as it did, the depression might 
either have been avoided or at least would have been 
far less severe. 


What the situation now confronting us clearly 
calls for is proper balance between production, prices 
and distribution. The plain fact is that we cannot 
have mass production without mass orders; only 
through purchases of millions of customers can max- 
imum production, low-cost distribution and high- 
level employment be maintained. Proper distribution, 
in short, is the key to prosperity. It is not a problem 
of production, for our highly geared plants can easily 
turn out the goods, once fully reconverted. Nor is it 
realistic to assume that customers with accumulated 
billions will come clamoring to spend these funds. 
Instead, it is more likely that industry will have to 
do a real selling job and to do it successfully, prices 
must be “right.” Overpricing would be a dangerous 
policy and might easily ruin a promising market, 
just as the fantastic price structure of 1921 
promptly led to a buyers strike. 


Sellers’ Market May Be Short-Lived 


Actually the odds are that the much publicized 
sellers’ market will be of extremely short duration, 
except in a very few fields. As production gets under 
way, it will quickly lead over into a buyers’ market 
and in view of this, pricing policy becomes doubly 
important if we want sustained prosperity. Maximum 
production could not be sustained at high prices; de- 
mand would shrink rapidly. 


Spokesmen for organized labor have, not unnatu- 
rally, been among the leading exponents of the view 
that low wages are at the root of many of our eco- 
nomic difficulties. Distribution of the return from 
production, they contend, has not been balanced, 
hence their demands for higher wages. However, it 
is extremely doubtful whether the universal answer 
to the problem of maintaining adequate mass pur- 
chasing power lies in a sweepingly higher wage rate 
structure. In the light of past experience, price re- 
duction would seem to be a far better avenue along 
which better distribution of income and thereby 
worthwhile economic progress must be sought. It is 
of universal benefit—to all consumers—and there- 
fore the best alternative to higher wages which ben- 
efit only a limited number but tend to drive prices 
higher for all. Instead of centering upon redistribu- 
tion of a given amount of income, lower prices actu- 
ally promote creation of additional income and. its 
prompt and widespread dissemination among the 
entire population. 


This is beginning to be widely realized. While Gov- 
ernment will condone reasonable wage boosts, it is 
reluctant to see them reflected in higher prices. The 
contention is that reasonable wage boosts can be 


wholly or largely absorbed by improved technology 
and prospective corporate tax reductions. Still, this 
may not work out in every industry. Those with high 
wage ratios can ill afford even modest rises in basic 
wage rates and where such is the case, higher prices 
will inevitably result. 

Business, too, is alive to the desirability of at least 
stable if not lower prices; it has come to realize that 
its stake in a well balanced economy is no less than 
that of the wage earner who invariably suffers first 
and most if things go wrong. After all, the object of 
all production is distribution. In the months ahead, 
the temptation to charge high prices in a temporary 
sellers’ market will be great but eventually it would 
negate this very object. Business, as happened be- 
fore, might easily price itself out of a promising 
postwar market, hence enlightened price policies are 
called for. 


Lower Prices, Bigger Markets 


It is realized that the consumer should not only 
share to the greatest possible extent in the benefits 
accruing from higher productivity (instead of labor 
alone) but an effort must be made to pare to the 
bone the costs of physical distribution of goods. It 
is a well recognized truism that lower prices make for 
bigger markets. Whether price reduction is achieved 
by improved manufacturing techniques or more up- 
to-date marketing methods, or both, the net result 
is bound to redound to the benefit of the entire econ- 
omy. Experience has shown that a low-price policy 
means an ultimately larger absolute amount of prof- 
its from a smaller share in an enlarged total prod- 
uct. Sound policy thus calls for the making of prices 
at the lowest level of costs attainable through capa- 
city operations. 


Our economic history is replete with examples of 
how lower prices have created broader and more 
profitable markets. Look at the progressive expan- 
sion of demand, and profits, that accompanied the 
steady downtrend of prices for such materials as 
aluminum, rayon, nickel, chemicals and many others; 
look at the enormous expansion in electric power use 
as rates declined. In the manufacturing field, look 
at the price trend for automobiles. Since 1920 the 
average price per pound of automobiles has dropped 
from 74 cents to 26 cents, or 65%; the price per 
horsepower has been reduced from $64 to $9, a drop 
of 85%. The decline in cost of the automobile has 
been paralleled by a drop in the cost of operation. 
Average gasoline prices since 1920 dropped just 
about 50%; the price of rubber tires since 1920 de- 
clined fully 75%, with quality constantly improving. 
Obviously, without progressively lower prices, the 
automobile industry could never have enjoyed its 
enormous growth. 

On the other hand, invariably, where industries 
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in the past have attempted to adhere to high price 
policies, progress was either stifled or they were 
soon forced to contend with serious competition in 
related fields, with telling results. The history of our 
railroads emphasizes this point, as does that of the 
coal industry and certain transportation fields. 

Price decline of course is a trend that reflects the 
downward movement of unit production costs; in 
turn, it is necessary to expand volume and thereby 
reduce unit costs. But if cost savings are wholly pre- 
empted by higher wages, there can be no price de- 
cline; and without lower prices, there can be no 
volume expansion. A physically expanding industry 
certainly can be most profitable if it reduces its sell- 
ing prices though not to the extent of initiating 
price wars. Price reductions, tied to the anchor of 
declining unit costs, are the golden mean. Controlled 
price reduction and expanding volume are the means 
to profits and dividends. 

Industry realizes this only too well and therefore 
hardly cherishes the prospect of having to boost 
prices to compensate for drastic wage increases. 
Fearing adverse market repercussions, a number of 
leading manufacturers have already announced their 
intention not to raise the price of postwar goods 
despite higher all around costs. It is a bold experi- 
ment based on the expectation that large demand 
together with greatly expanded capacity will quickly 
assure such high level production that resultant de- 
cline in unit costs will prove adequate compensation. 
Not all industries and companies can afford this, 
however; if they could, the price-wage dilemma 
would bulk far less. 


War Accentuates Distribution Problem 


The war has accentuated the entire problem of 
distribution. It leaves us with a substantially en- 
larged industrial plant, a huge public debt and large 
savings piled up for lack of spending outlets. To use 
the former productively and to recreate a proper 
balance between saving and spending will be the 
prime task in the postwar. But despite the wartime 
plant expansion, it is patent that we have not 
reached the stage where it is possible to produce 
more than the people as a whole would like to con- 
sume. The unfulfilled consumption desires are large 
enough to absorb a production several times that of 
1929 when the national gross product exceeded $90 
billion. With proper diffusion of the national income, 
it would require only a relatively moderate increase 
in consumption by the lowest income groups to ab- 
sorb our full productive capacity. For best results, a 
substantial part of such diffusion should be at- 
tempted by a low price policy rather than by wage 
increases. Were the latter exclusively resorted to, all 
gains in productivity would hardly find reflection in 
additional goods produced. And produce we must, 
steadily and at a high level, if we are to carry our 
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war debt and maintain maximum employment. The 
production however must be sold, and it cannot be 
sold if prices are excessively high. 

There is no question that industry will operate at 
capacity if it can find markets for the resulting vol- 
ume of output, and fundamentally, the distribution 
of goods depends on distribution and utilization of 
income and purchasing power. Our enormous pro- 
ductivity can be utilized only to the extent that in- 
come is so distributed to producers and consumers 
as to maintain a balance between demand and sup- 
ply in the various markets, and that those who re- 
ceive the income are encouraged to spend or invest 
it. It calls for both, economic equilibrium and con- 
fidence. 


Equilibrium Difficult to Achieve 


Economic equilibrium is difficult to achieve, for it 
implies not merely a balance between total demand 
and supply but proper relationships among the nu- 
merous and complex factors that enter into the pro- 
ductive and distributive process—such as _ prices, 
wages, profits, interest rates, consumption, saving's 
and investment. Perfect equilibrium is never 
completely realized. But if equilibrium is markedly 
disturbed, as in the case of excessive wage demands 
disrupting price relationships, demand and supply 
are thrown out of balance requiring adjustments 
that may well lead into depressions or else into infla- 
tionary spirals depending on the adjustments under- 
taken. Either is undesirable. 

Thus as the controversy rages on—over wages 
and prices, over the role of labor and industry— 
there is much concern about what the future may 
hold. Government is groping toward a broad policy 
designed to prevent what happened in the Twenties, 
and what undoubtedly would be much worse if it 
should happen again. This policy would place empha- 
sis on the consumer, now largely neglected, by seeing 
to it that our prospective prosperity is not accom- 
panied by disruptive price increases. One of the most 
effective methods of achieving economic stability 
will be price reduction wherever possible, thereby 
creating new purchasing power. Such reduction natu- 
rally must be neither at the expense of adequate 
wages nor at the expense of reasonable business 
profits. It must come out of cost savings from 
greater efficiency of production and marketing, made 
possible by aggressive use of our full productive 
power, and these savings must be properly shared 
by industry, labor and the consumer rather than 
preempted by any one of these groups. Current labor 
demands would do just that, for labor is pressing not 
only for higher basic wage rates but for a reduction 
of work hours as well, the latter another form of 
distribution of the fruits of economic progress. 

At the moment, our main interest centers on 
maintenance of a fairly (Please turn to page 101) 
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|" er Srcee approaching a climax in Washington, 
the debate over relief from heavy wartime tax- 
ation soon will give way to definite action of some 
sort. The House of Representatives has already 
crystallized its views as to what should be done, in 
the rather hasty passage of a bill, and now argu- 
ments in the Senate presented by Secretary of the 
Treasury Vinson, business organizations, labor 
unions and numerous pressure groups have reached 
the white heat stage. Aspects of the tax relief pro- 
gram bearing upon excess profits taxes are of par- 
ticular interest to investors and industry, and 
within a narrow range it has finally become clear 
what is certain to emerge as a pattern for 1946 
procedure, for in the main Congress appears to 
agree heartily upon major fundamentals, although 
details as to the exact extent of relief or its appli- 
cation remain to be settled. 


EPT Should Go 


As a strictly wartime measure to raise essential © 


revenue for the Government, EPT has been an 
outstanding success, and in contrast to widespread 
profiteering during World War I, net earnings of 
industry generally have been restricted by the tax 
to a genuinely conservative level during War II. 
With hostilities come and gone, however, and with 
military production plunged into a tailspin, earn- 
ings potentials for most industrial concerns enter 
a new phase, and to emerge from the transitional 
ordeal into an era of broad industrial expansion will 
require unprecedented encouragement of capital. 
Most obvious route to this goal is through tax re- 
lief, and with Government expenditures rapidly de- 
clining, everybody agrees that EPT should be al- 
most or altogether eliminated as a first step. As 
matters now stand, only hairsplitting as to time 
and extent of the proposed measure delays its im- 
plementation. 

One difficulty apparent in the current discussions 
is the recognition that by next summer a general 
overhauling of the entire tax system of the Gov- 
ernment will be needed, as current methods are alto- 
gether too complicated and expensive, both for tax 
payers and the Treasury Department. While the 
presently proposed tax relief is essentially an in- 
terim measure, pressure groups with an eye on a 
more permanent program are attempting to “beat 
the gun” by moulding an emergency act which will 
embody this or that longer term advantage in line 
with variously held objectives. To some extent, how- 
ever, such attempts are essential and valid, as tied 
in with the first tax reductions in sixteen years are 
broad factors of a political and social as well as 
economic character. And while hostilities have 
ended, no sudden termination of Federal military ex- 
penditures has followed; to the contrary, they must 
remain at relatively high levels for months to come. 
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What New Tax Program Means To 
1946 CORPORATE EARNINGS 


CRESSWILL 


To start on the path of chopping tax revenues, con- 
sistent with general public interest therefore re- 
quires unusual caution. 

Recommendations of the Treasury Department, 
as expounded by Secretary Vinson, are for all-out 
repeal of EPT, based upon estimates of declining 
Federal needs through 1946 and a corresponding dip 
in Treasury revenues certain to come, regardless of 
tax adjustments. The Secretary points out that war 
expenditures which totaled a peak of $90.5 billion 
in the 1945 fiscal year should drop to $50.5 billion 
in 1946 and total Federal expenditures should 
shrink to $66.4 billion. As the expectancy of tax 
revenues during 1946 amounts to only $36 billion, 
a budgetary deficit of $30.4 billion is anticipated 
and while this is an improvement over the deficit 
of $53.6 billion in 1945, the sum is so large that 
any discussion of tax reductions involves very seri- 
ous considerations. 

Further citing Secretary Vinson, at the level of 
profits expected in 1946, revenues accruing to the 
Government from EPT would amount to $2.55 bil- 
lion, but if the tax were eliminated excess profits 
forming its base would be subject to combined 40% 
normal and surtaxes, substantially reducing the po- 
tential shrinkage. Furthermore, the general public 
impression that big business alone would be the 
gainer if the tax were done away with is erroneous, 
for in 1943 (latest tabulated period) 70% of the 
corporations with income subject to EPT had in- 
comes of less than $100,000. Nor do all large cor- 
porations, by any means, pay EPT taxes: in the 
vear mentioned, fully a third of corporations with 
an income of over $1 million were not subject to 
the tax at all. Fact is that to implement the tax 
as a necessary wartime revenue producer, prewar 
earnings during the 1936-39 period had to consti- 
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Secretary of the Treas- 
ury Vinson as he con- 
ferred with Rep. R. L. 
Doughton, Chairman of 
the House Ways and 
Means Committee on the 
new Tax Reduction Bill 














Earnings of Selected Corporations, 


EPT Payments Per Share, and 


Earnings with EPT at 60% 


Allied Stores .... 
Air Reduction . 


Allegheny Ludlum Steel... 


American Chicle 
American Viscose 
American Home Products 
Armstrong Cork 
Bethlehem Steel . 
Bond Stores ..... 
Canada Dry ............ 
Celanese .......... 
Colgate-Palmolive 
Crane Company 
Crown Cork & Seal 
Douglas Aircraft 
Ex-Cell-O 

First National Stores 
General Foods . 
Inland Steel ................... 
Kroger Grocery . 
Kresge (S. S.) 


Loew's ... 


Minneapolis-Honeywell ay 


Monsanto Chemical 
National Dairy Products 
National Steel 
Owens Illinois Glass 
Phelps Dodge ...... 
Le ae 
Safeway Stores 
Schenley Distillers 
Texas Gulf Sulphur 
Sears Roebuck . 
Underwood ...... 
Union Tank Car 
Tubize Rayon . 
Westinghouse Airbrake 
Westinghouse Electric 
American Brake Shoe 
Republic Steel ... 


*—~After depletion. 


In Dollars Per Common Share | 


1944 
Net 


$3.42 
2.15 
2.70 
6.50 
2.28 
4.73 
2.84 
9:93 
4.12 
2.34 
2.86 
3.30 
2.25 
3.74 


12.81 


5.83 
2.80 
2.14 
6.28 
1.91 
1.64 
8.69 
2.36 
3.30 
2.13 
4.87 
3.06 

1.60(a) 
2.87 
4.89 
7.66 
2.51 
5.83 
3.07 
2.18 
1.22 
1.68 
1.94 
2.77 
1.44 


1944 
EPT 


$7.36 
2.74 
6.93 
4.95 
6.00 
2.29 
3.89 
30.41 
8.10 
2.80 
4.95 
1.70 
6.20 
4.22 
42.83 
16.45 
2.77 
1.48 
7.10 
3.07 
2.59 
2.87 
6.62 
6.90 
4.20 
4.66 
4.21 
2.57 
6.60 
1.28 
24.43 
1.19 
9.88 
4.29 
8.87 
4.20 
4.52 
5.30 
1.97 
4.45 


Net If 
EPT Rate 
Were 60% 


$5.58 
2.96 
4.74 
7.95 
4.04 
5.40 
3.98 
18.87 
5.33 
3.16 
4.31 
3.80 
4.07 
4.98 
25.41 
10.67 
3.61 
2.57 
8.36 
2.81 
2.40 
9.53 
4.30 
5.33 
3.36 
6.24 
4.30 
2.35 
4.81 
5.26 
14.84 
2.86 
8.73 
4.33 
4.79 
2.45" 
3.01 
3.50 
3.35 
2.75 
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tute a base for determining credits, a circumstance 
which resulted in many inequalities. Many concerns 
which prospered highly during the years mentioned 
have never felt the impact of EPT at all, whereas 
numerous other concerns, notably small or new en- 
terprises, found their wartime earnings swelled far 
above those of prewar experience, and in such cases 
EPT sliced heavily into them, a situation which 
would be intolerable hereafter. 

Bolstering official aims to eliminate the tax are 
other constructive arguments of equal importance. 
It is recommended that for another year, the “carry 
back” privileges of the present Act be continued 
in force, thus permitting tax refunds on losses or 
unused excess profits credits during the critical 
period of transition. Finally, as the Secretary puts 
it, “one of the primary objectives of our fiscal 
policy must be to encourage the boldest ,the quick- 
est and most venturesome expansion of peacetime 
enterprise by business investors,” and from this 
viewpoint, profit making opportunities will be im- 
measurably enhanced when the burden of EPT has 
been completely lifted. All said, the Administration 
believes that to eliminate the tax would be both 
practical and wise. 

Congressional response thus far to the Treasury 
suggestions has been a compromise measure, 
adopted 343 to 10 by the House, upon recommenda- 
tion by its Ways and Means Committee, and thrown 
into the lap of the senate for consideration. By the 
terms of this bill, EPT would be reduced from 
85.5% to 60% during 1946, but normal and sur- 
taxes would also be shaved from 40% to 36%, the 
final result just about meeting Secretary Vinson’s 
views as to total reductions, but with a slight varia- 
tion in the method to be followed. Treasury com- 
ments, however, argue that it would be premature 
to reduce normal and surtaxes at this stage of re- 
conversion, as 1947 revenues cannot yet be figured 
and the reduction would apply to incomes earned in 
that year. 

The Senate Finance Committee has already con- 
cluded open hearings on he bill, in the course of 
which a barrage of recommendations from various 
organized bodies descended upon the Committee. 
Tied in of course with the over-all problem is the 
important phase of what (Please turn to page 106) 
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Happening in Washington 





BY E. 


OWNERS of nationally advertised brand names and 
trademarks are fighting mad at a ruling by Stuart 
W. Symington, Surplus Property Administrator, 
that sales to original vendors would be preferential 
selling and therefore barred by law. Producers ap- 
prehend that commodities which have been deteri- 
orated by long government holding will enter the 
channels of trade, do irreparable damage to good 
will, destroy business advantages built up over the 
years. They had been assured they could buy back, 
thereby control distribution of un-used articles. Ap- 





WASHINGTON SEES: 


Congress is getting a lesson in the results of 
one-way legislative traffic as the real purpose 
behind Britain's imperial preference system un- 
folds. The Smoot-Hawley Tariff Act, for exam- 

le, was little different from the British system, 
but it was not viewed in that light when the law- 
makers enacted it a generation ago. 

As a matter of fact there is no more “inequal- 
J) of treatment” in the Ottawa agreements — 
which arose from the conference in Canada 13 
years ago — than there is in the tariff acts 
which were in effect here since 1930, modified 
somewhat by the reciprocal trade agreement 
system inaugurated by President Roosevelt and 
carried out by Cordell Hull. 

There has never been any disguising American 
opposition to the Ottawa agreements as viola- 
tive of equality of treatment, but the British 
backed them as a riposte to the Smoot-Hawley 
Act. 

The British are ready to abandon the sterling 
bloc system in return for concessions from the 
United States, mostly in the field of finance. The 
imperial preference system, however, is another 
thing; it will be used as a bargaining tool in a 
much broader field and while the current out- 
look is good, the British will not yield on it until 
no other course is open. 

In any event, Congress has learned in the past 
four years that, in the words of the late Wendell 
Willkie, there is but One World; that legisla- 


tion must be attuned to the times. 
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peal to Congress is in prospect if SPA doesn’t re- 
verse its stand. 

ROLL-BACK subsidies are on the way out and soon. 
Meats and butter can be expected to be dropped 
almost any day. They will be followed by other an- 
nouncements of termination, but the dates will be 
in the future. Only problem existing is whether sub- 
sidies are to be removed in one move, with compen- 
sating price ceiling advances or suspensions, or are 
to be handled in two steps. War on that issue will 
be fought between Department of Agriculture, 
which wants present system continued, and Office 
of Price Administration, which would inherit the 
headache. 

EXPORTING companies will be dealing direct with 
foreign consumers by the end of this year. The 
purchasing missions of overseas principals are fold- 
ing their tents and stealing away from Washington. 
State Department is canvassing the export field, 
finding preference for direct dealing, and will dis- 
courage longer tenure for the official missions here. 
Removed will be an expensive “middle man,” essen- 
tial during wartime but serving no productive pur- 
pose today. Cancellation of lend-lease initiated the 
outward movement. 

PRES. TRUMAN is striving to save UNRRA, whose 
record of performance to date leaves much to be 
desired. He’ll compromise on budget, but not on the 
principle. The White House has committed this na- 
tion to supply Europe and China this winter, be- 
lieves any other course would wreck diplomatic deal- 
ings. Solution of the problem will be found in pref- 
erential sales of surplus properties to the relief 
agency. Result will not be damaging to industry; 
cost of placing it on the domestic market would be 
great, sales at points of location will not create a 
serious competitive situation. 

HOUSING is in for a genuine boom. Normal annual 
increase in “new families” is 450,000 but the war 
has upset that and Veterans Administration esti- 
mates there are now 1.6 million families needing 
new accommodations — homes or living units in 
multiple family dwellings. Almost total absence of 
new home construction in the past four years ac- 
counts for unprecedented demand. Veterans Admin- 


istration hopes its control over loans will check in- | 


flation, but isn’t sure. 
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The “snowballing public protest" against strikes and 
labor union practices predicted by conservative members of con- 
gress hasn't developed. Labor is definitely in the driver's 
seat, if Washington provides a good test of power. 

















Missing on Capitol Hill is the indignation that came with 
mine and factory stoppages during the war, and even before. 
There still is some of the sound; none of the fury. Sectional 
meetings of CIO delegates — some bringing 500 from a single 
State — are commanding the presence of Senators and Representa- 
tives and they are showing up. 





























Novel in the history of relationships between congress 
and organized labor is the circumstance that the unioneers are 
being given use of the largest caucus room in the Capitol to hold 
business meetings preparatory to receiving théir legislators. 
Military uniforms, many with discharge insignia patches, are 
common among the attendants. 

















It's a field day for congressmen on record for tke broad program wanted by 
organized labor. Rep. Herman P. Kopplemann, Hartford, Conn., wheelhorse of the 
Administration who preceded FDR to Washingon, had this to tell a wildly applauding 
gathering: "Why kid yourselves? You have the voting strength; use it. Send men to 


city hall, the state house, and to Washington, who'll give you--the public--what 
you want!" 





























Also, John L. Lewis isn't losing his temper. Government isn't his target any 
longer, although mine operators are feeling his sting. The bushy-browed labor 
leader seems perfectly satisfied with the the treatment received from the Truman- 
Schwellenbach team. 























labor picture, it's the union's own fault. CIO and AFL again are fighting for suprem- 
acy. CIO won first major test when McKeough was confirmed by Senate for Maritime 
Commission. AFL Chief William Green continues to lose ground as John L. Lewis gains 
in almost direct proportion. 














Washington prediction: CIO will "make up" with AFL in 1946 with public state- 
ments of happiness all around. Before the year ends, Lewis will be accepted as 
official spokesman for the entire organization, will succeed Green in office at 
next election. 























President Iruman will drop out of social limelight soon or lose some of his 
most powerful supporters. Hannegan and the others think the "Chief" has been over- 
doing the "hail fellow, well met" role by attending informal social affairs, 
week-end outings, county fairs, etc. 











Fact of the matter is, Truman simply is doing the things he always did, loves 
to do. Imprisonment in the White House is not to his liking. He has to get away from 
time to time. But party leaders fear public will get impression he's too flighty, not 
sufficiently concerned with pressing matters at hand. 

















City elections in New York and Detroit will have tremendous effect upon 
national legislation. They're being watched closely in Washington, especially by 
house members, all of whom come up for re-election next year, and by the one-third 
of the senators who also will face the electorate. They want guidance. 














If Cl0-sponsored Frankensteen is elected mayor of Detroit, and ALP-backed 
O'Dwyer wins in New York City, congress will edge farther left of middle. 











Occupation armies are giving War Department less concern than newspaper 








columns indicate to be warranted. The professional soldiers know how accurately 
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Kipling contrasted the peacetime military man with the combat trooper — criticism 
just is less restrained in the former than inthe latter situation. No one escapes it, 














Realtors’ lobby doesn't like the government's plan for handling sales of 
surplus war plants. Supporting members will receive this complaint from the 
Washington office: "The RFC continues to list large numbers of war plants that are 
surplus or will be declared surplus — but it is not encouraging brokers." 








Practical way to get some of this "lost business" is suggested: "Any broker 
hoping to handle some of the many potential sales will be best off by making his 
deal with a prospective purchaser and representing him for commission." 




















plants leased from the government to pay full local taxes. If this move succeeds 
(Rep. Carter Manasco of Alabama is leading it) it may well open the way for local 
taxation of other federally-owned property. 


























Commercial bakers and food packers, hardest hit by the sugar shortage and 
therefore most pleased by the announcement that Secretary Anderson has discovered 
1.6 million tons of sugar available in Java, had better not plan too optimistically. 




















Quantity and quality of the sugar still hasn't been officially established; 
some 400,000 tons must be kept there for local needs; the political situation is bad 
and troops, probably British, will be required to occupy the islands; eight weeks is 
the earliest any shipments may be expected; net benefit to the United States will 
not exceed 300,000 tons, spread over six months. 

















Trade conferences with British representatives, Lord Halifax and Lord Keynes, 
have brought real progress. Empire trade preferences will be dropped — subject to 
approval of other members of the Empire, and some tariff concessions by the United 
States. 











Keynes cares no more for cartels than the United States conferees do. Where 
they are allowed to exist, real controls are assured. Loan or credit now is slated at 
approximately 3 billion dollars with nominal interest for 30 to 40 years. 














Antitrust proceedings against Atlantic & Pacific Tea Company, focusing atten- 
tion on practices of the giant chain, will have important repercussions on Capitol 
Hill. The situation warrants close watching by all businesses operating multiple units. 











Rep. Wright Patman of Texas, has introduced and is pushing two bills. The 
first, an amendment to the Internal Revenue Code, would prohibit chains from deducting 
losses of units or stores from their gross income in figuring income tax. This, if 
passed, would put bookkeeping on an individual unit basis. Second would require 
all customers to be advised of availability of any special deals offered to any 
customers. 














Gen. Marshall's brilliant report on last phases of the war had praise for 
business and industry and brief, but important, advice on preparation for production 
in the event there is future world conflict. 











The science of procurement planning has been ignored, he protested. This can 
be costly in men and material, says Marshall, and he wants immediate action on stock- 
pile determination, on keying civilian plants into military needs. 








Industrial and business mobilization of the United States, counsels the Chief 
of Staff, must be founded on the assumption that the next reconversion will take 
piace, initially, under enemy distant bombardment. Calming note: it "must in no 
way retard or inhibit the source of peacetime production." 























74 THE MAGAZINE OF WALL STREET 














TOC 

ing 
being 
generé 
find st 
worth’ 
marke 


necess 
valuec 
tigatic 
that yr 
issue 
bargai 
cise e 
deavo: 
mary 
The 
Indus‘! 
per c¢ 
ever, 
gains 
whole 
That 
issues 
groun 
possik 
able 1 
relatic 
this | 
those 
same 
gener 


Al 
pende 
them 
they | 
ble to 

In 
in 19: 
or ab 
that 
1939 
vear 
divide 
stock 
price 
with 
will 3 
the e 
clear] 
curre 
overl 
been 


OCT 





he] 


e6n-=- 


CS. 


ing 


ion 








The Varying 


Stocks 


TOCK market “bargains” are becoming increas- 
ingly hard to find ... a bargain in this instance 

being those issues which are seemingly behind the 
general market. To be sure, it is not too difficult to 
find stocks which have as yet failed to record any 
worthwhile gain—proportionate to that of the stock 
market as a whole. But that fact in itself does not 
necessarily mean that all such issues are under- 
valued. Probably more often than otherwise, inves- 
tigation will disclose factors of an adverse nature 
that readily account for the failure of a particular 
issue to keep pace with the general market. The 
bargain hunter, therefore, is well advised to exer- 
cise extreme caution and discrimination when en- 
deavoring to select undervalued issues on the pri- 
mary basis of being “behind” the market. 

The stock market, as measured by the Dow-Jones 
Industrial Average, has recorded an advance of 66 
per cent from the 1940 low point. There are, how- 
ever, Many individual issues which have shown 
gains substantially in excess of the market as a 
whole, some as much as several hundred per cent. 
That in itself does not automatically exclude such 
issues from investment consideration solely on the 
grounds of having largely exhausted their market 
possibilities, for among such issues there is a size- 
able number which are still reasonably valued in 
relation to their peacetime potentialities. But in 
this discussion we are primarily concerned with 
those issues which have so far failed to register the 
same degree of price recovery as that shown by the 
general market. 


List of Market Laggards 

A representative list of such laggard issues is ap- 
pended and it is of interest to examine some of 
them with a view to discovering whether or not 
they are really undervalued and whether it is possi- 
ble to assign definite reasons for their sluggishness. 

In the first week following the outbreak of war 
in 1939, Bethlehem Steel common stock sold at 87, 
or about fifteen times earnings of $5.75 a share in 
that year. Stockholders received total dividends in 
1939 amounting to $1.50 a share. In the following 
vear earnings jumped to better than $14 a share, 
dividends amounted to $5 a share, and the common 
stock registered a market high of 931/4.. The current 
price of Bethlehem common is practically on a par 
with the 1940 high, although this vear stockholders 
will receive at least $6 a share in dividends and 
the company’s earnings prospects are definitely more 
clearly defined than was true in 1940. Moreover, 
current values for the shares would appear to have 
overlooked the tremendous improvement which has 
been made in the company’s financial position. 
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Status of “LAGGARD” ~ 
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Since 1939, the company’s funded debt has been 
reduced from $181 million to $130 million. In the 
same period cash increased $20 million and working 
capital rose from $187 million to $291 million. By 
the end of this year, working capital may total as 
much as $350 million, for the company is entitled 
to a post-war tax refund of nearly $30 million and 
had unamortized emergency facilities of $72 mil- 
lion at the end of 1944. The entire latter item may 
now be written off against current earnings, reduc- 
ing the company’s tax liability and swelling work- 
ing capital. The over-all result for this period will be 
an improvement of nearly $80 a share in the equity 
for the common stock. 


BY J. S. WILLIAMS 


Current Earnings 


In the first half of this year earnings were equal 
to $4.18 a share, which was the best showing for 
that period since 1941, when $4.29 a share was 
reported. Because of unusual write-offs, earnings 
for the full year may not show up very impres- 
sively, but stockholders will be able to draw con- 
siderable satisfaction from the company’s balance 
sheet. With the probability that Bethlehem faces 
several years of well sustained peacetime operations, 
shareholders seem warranted in anticipated gener- 
ous dividends. Moreover, there is an excellent chance 
that the steel industry will be permitted by OPA 
to advance prices, partly compensating for increased 
costs. The latter even might well have the result of 
bringing the market value of Bethlehem common 
more nearly in line with the general market. 

Reflecting substantially increased sales of more 
profitable lines, earnings of Bullard Co., in the first 
half of this year registered a marked improvement 
over the results shown a year ago. Net for the 
276,000 shares of common stock, which comprise 
the company’s entire capitalization was equivalent 
to $1.28 a share. In the first half of last year the 
company reported a deficit of $1.04 a share, after 
an unused tax credit of $683,000. This year excess 
profits taxes paid by Bullard were roughly equal to 
$2.80 a share in the first six months. At recent 
levels around 2714, Bullard share show a net re- 
covery of only 37 per cent from the 1940 lows, a 
situation which in all probability reflects doubt con- 
cerning the trend of the company’s post-war 
earnings. 

It may be felt that industrial demand for the 
company’s line of automatic machine tools and tur- 
ret lathes may be restricted by the large surplus 
of used tools. Granting this possibilitv, there are 
a number of comnensatine factors which must also 
be considered. Export demand, normally bulking 
large in Bullard’s sales, is due for a marked revival, 
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while the domestic prospect actually appears to be 
more promising than the action of the company’s 
shares would seem to indicate. Confronted with ris- 
ing costs, metal working industries will be compelled 
to make every effort to increase operating efficiency. 
That provides the machine tool companies with a 
strong sales argument. There is also undoubtedly 
much machine tool equipment which has outlived 
its usefulness and which must be replaced. Al- 
though a notoriously erratic industry, the machine 
tool industry in the present setting has considera- 
ble promise. In the past Bullard’s record has been 
better than that of the industry as a whole and 
there is no basis for questioning the company’s 
ability to continue doing so at this time. 

Probably the main reason why Beechnut shares 
have registered a gain of less than 30 per cent is 
that the shares rarely attract a speculative follow- 
ing and are comparatively inactive marketwise. This 
fact, of course, does not reflect upon the quality of 
the issue, for actually the shares are justly held in 
high investment regard. The company has an un- 
broken record of dividends going back to 1914, pay- 
ments last year amounting to $5 a share, and it is 
likely that total disbursements this year will match 
that figure. Repeal of excess profits taxes will mean 
much to Beechnut, as payments this year were equal 
to $3.66 a share in the first six months alone, while 
net for the common was equal to $2.44 a share. Actu- 
ally, the only thing to be said against the issue is 
that it is lacking in stock market “oomph.” 


Laggard Chemicals 


It will be noted that included in the accompanying 
list of laggards are four representative chemical is- 
sues, which can be accounted for by an element of 
uncertainty in the near term earnings outlook for 
certain components of this group. War demand has 
figured very prominently in the sales and earnings 
of chemical companies and the elimination of this 
business will not be immediately offset by peace- 
time requirements. Some of this slack will un- 
doubtedly be offset next year by important tax 
savings and sharply reduced reserves for deprecia- 
tion, and the recent rate of quarterly dividends 
being paid by Dow Chemical, duPont, Mathieson 
Alkali and Westvaco Chlorine may be regarded as 
reasonably secure. Another factor which has prob- 
ably contributed to the general market pall cast 
over some chemical issues is uncertainty over the 
price level. There are large surpluses of a number of 
important chemical products and there is some 


question as to whether or not these can be success. 
fully worked off without price cutting and other 
concessions damaging to profits. Until the effect of 
these adverse conditions can be more accurately 
gauged, the several chemical issues mentioned may 
continue more or less restricted marketwise; but 
unless these conditions attain more serious propor- 
tions than now seems probable, the strong growth 
possibilities present in the chemical industry will 
again assert themselves in market appraisals of 
chemical shares. 

Like Beechnut Packing, the shares of Hazel-Atlas 
Glass, although held in high investment regard, 
rarely attract a speculative market following. This, 
coupled with somewhat lower earnings this year, 
has had the effect of restricting the price recovery 
in the shares from 1940 lows to less than half of 
that shown by the market as a whole. Labor short- 
ages have cat into the company’s profit margin, but 
this situation may rectify itself next year. Current 
earnings will fall below the 1944 figure of $7.05, 
but should provide fair coverage for the $5 annual 
dividend. 


Jewel Tea 


Current sales of Jewel Tea this year are the 
largest in the company’s history, the bulk of the 
gain being contributed by the Routes Department. 
In the first 28 weeks, net of $1.05 a share for the 
common stock compared with 88 cents a share in the 
same period of 1944. Full year’s earnings should 
warrant the payment of an extra dividend, probably 


amounting to 40 cents—the same as was paid in} 


1944, Post-war expansion, lifting of rationing re 
strictions and tax relief are factors. which give 
promise to 1946 prospects. Although selling near 
their 1945 highs, the recovery in the company’s 
shares from 1940 lows amounts to only 22 per cent. 
The outlook gives support to the expectation that 
such recovery will be further extended, more in the 
line with that of the market as a whole. 

Lacking particularly unfavorable aspects in the 
company’s outlook at this time, it is assumed that 


the current low yield on Liggett & Myers “B” stock} | 


and the absence of dynamic earnings possibilities 
have combined to limit recovery from 1940 lows to 
only 15 per cent. With costs tending to stabilize, 
with lower taxes and well sustained sales, 1946 
should bring higher earnings. There is also a pos- 


sibility that cigarette prices may be increased. These} 
same factors are also applicable, more or less, inf 
the case of R. J. Reynolds “B” shares, and in both} 
































Selected Laggard Issues with Satisfactory Future Potentials 
Sales Net Income Working Capital Book Value Price | 
($ mill.) ($ mill.) '$ mill.) Per Share Net PerShare Div. Per Share Earnings ||P 
1941 1944 1941 1944 1941 1944 1941 1944 1941 1944 1941 1944 Ratio 
Bethlehem Steel... $961.240 $1746.733 $34.456 $36.167 $212.488 $291.586 $135.52 $157.67 $9.35 $9.93 $6.00 $6.00 9.4 
Bullard... +: 20.074 27.479 1.978 566 2.134 4.930 19.63 28.88 7.17 2.05 2.50 50 13.4 
Jewel Tea... 41.703 58.328 1.518 1.392 8.482 9.950 16.19 17.76 2.62 ZN2 2.40 1.40 15.4 
Liggett & Myers 275.103 374.033 17.850 14.793 159.415 163.220 41.90 44.73 5.22 4.25 5.00 3.50 23.5 
Myers (F. E.)............ 2.751'a)  2.455(a) 1.090 -700 3.603 4.107 22.42 25.24 5.45 3.50 4.75 3.25 = (17.1 
Parke Davis... 39.077 49.811 8.006 7.607 20.607 22.988 6.45 6.76 1.64 1.55 1.60 1.30 23.1 
Phelps Dodge............ 104.656 168.166 8.620(b) 8.119(b) 35.447 51.930 32.69 33.40 1.70(b) 1.60(b) 1.50 1.60 20.6 
Procter & Gamble... 271.445 342.512 21.470 19.512 73.484 92.521 21.16 24.34 3.26 2.95 3.00 2.25 20.7 
Wrigley, Wm., Jr....... 24.567(a) 20.547(a) 8.090 6.307 35.311 39.359 25.30 26.84 4.05 3.15 4.00 3.00 26.0 
(a)—Gross Profit. (b)—After depletion. 
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instances investment holdings need not be disturbed. 

Of the issues listed in the appended tabulation, 
the action of Magma Copper shares has been the 
least favorable. The shares are, in fact, quoted 
slightly under the 1940 lows. The handicap of high 
operating costs and uncertainty as to the degree of 
success in developing new low cost properties de- 
tracts from the shares in the present setting. Until 
the company’s outlook has become more clearly de- 
fined, the shares must be rated as highly specula- 
tive and not particularly attractive. 

Sales and earnings of Myers (F. E.) & Bro. have 
been well sustained in the current fiscal period, 
despite a cutback in war contracts. Profits for the 
year ending Oct. 31 will probably be between $3.75 
and $4 a share, justifying continuation of the com- 
pany’s liberal dividend policy. With farm income 
and rural buying power, upon which sale of the 
company’s principal line of pumps depends, likely 
to remain at a high level for some time, the outlook 
is for continued satisfactory earnings. The company 
has also expanded its industrial line, making for 
diversification and increased stability. The shares 
invite consideration both for income and potential 
price appreciation. 

Over a long period of time, earnings of Parke, 
Davis & Co., have shown remarkable stability and 
the company’s shares have, as a result, acquired 
well earned investment standing. Current profits 
will be somewhat in excess of $1.50 a share or prac- 
tically on a par with 1944 results when $1.55 a share 
was earned and dividends totalling $1.30 a share 
were paid. Moderate earnings growth is assured by 
the necessitous nature of the company’s products 
and the development of new items through a pro- 
gram of continuous research. 


Ranking second among domestic copper com- 
panies, Phelps Dodge Corp. is a low cost producer 
and important fabricator of copper products. Late 





operations have been somewhat under the handicap 
of manpower shortages and current earnings may 
not come up to the level of 1944 when $2.49 a share 
was netted. The company’s latest balance sheet 
showed an exceptionally strong financial position, 
with cash and Government securities exceeding all 
current liabilities by about $16 million. The balance 
of the company’s funded debt will be retired in De- 
cember, leaving the 5,071,260 shares the sole capital 
liability. Yielding close to 5 per cent on the basis 
of the 40-cent quarterly dividend, the shares have 
both income and speculative appeal. Company’s post- 
war results should be fully in keeping with its 
strong trade position. 

Procter & Gamble common stock is backed by an 
excellent earnings record and strong financial posi- 
tion. The company is planning important postwar 
expansion and results in the 1945-46 fiscal year 
should be favored by increasingly larger supplies 
of basic raw materials. At current price the shares 
appear rather fully valued in relation to recent earn- 
ings of $2.95 a share, and the yield on the $2 
dividend is low. The issue, however, enjoys a promi- 
nent place among investment common stocks and 
actual evidence of improved earnings could well 
bring the extent of price recovery more nearly in 
line with the general market. 


Union Tank Car 


The general impression that increased use of pipe 
lines will restrict demand for Union Tank Car’s 
large fleet of tank cars has undoubtedly retarded the 
market action of the company’s shares. Neverthe- 
less they were recently priced at levels slightly 
above their 1940 highs, and practically on a par 
with the 1937 high. The company’s exceptionally 
strong financial position is a reassuring factor and 
the present $2 annual dividend may be regarded as 
reasonably secure. There are other issues, however, 

which seem to offer greater appeal, when 
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_—— viewed in relation to their postwar prospects. 
= ‘ . The failure of the shares of Wrigley to 
| Stocks Lagging Behind the Market 3 show a gain of no more than 12 per cent from 

, to | their 1940 lows has a ready explanation. Sta- 

‘co bility, rather than a dynamic quality, has 

1940 Low | long featured the company’s earnings. In the 
1940 1942 Recent 1937 to Present | years 1936-1939 inclusive, net available for 

| High Low Low Price High Price the shares averaged $4.22 a share. War time 
| Dow Jones Indl Avge... 152.80 111.84 92.92 186.05 194.40 66% earnings have fallen about $1 a share under 
| Bethlehem Steel 93% 83/2 be be, ‘7 p the latter figure. Lower taxes next year, how- 
oacadirerreng oeuea@u & ever, insure some measure of earnings re- 
| Dow Chemical . 171 127, 95150) «1435%q—ts«*'B covery, which could be further extended by 
duPont... 1891/4 46/2 102% 191 — = improved conditions relative to the company’s 
— agg Glass — a et 12% mt 7 supplies of sugar and chicle. Wrigley is plan- 
Liggett & Myers “B" 109, 87 50% 100 1134 15 ning a postwar decentralization program in- 
Ih || Magma Copper... 38 21% 19 20%, 63 —3* volving the erection of three new plants in 
||| Mathieson Alkali... 32% 21 ti . as = the East, South and West. These should ~~ 
} || Myers (F.E.) & Bro... 53 41 30/2 mit important operating economies, althoug 
pe ag “tea _ = Hy i tie oH = their full ieek omens fo be postponed by 
Pilebary Mil Peter 2; 22 15> 3254 «3334 «48 abnormal outlays for promotion and advertis- 
Procter & Gamble - NA $3 42 64 652 20 ing in re-introducing the company’s principal 
Reynolds Tobacco “B”.... a Ss FF ©. - brand—Spearmint. This has been withdrawn 
Sperry aoe oe = oe 4 from the market and replaced by the Orbit 
J || Union Tank Car ee oe MA Se i brand using a class B chicle. All in all, the 
- || Weston Elec. Inst. 374%, 26 23 37 30% 42 ran sing ~ ji ’ 
| || Westvaco Chlorine 38. 27%, 22 36 27%, 31 shares seem to be largely under the influence 
| Wrigley, Wm., Jr. 93 73 39 82 76 12 of temporary conditions which may be sub- 
stantially alleviated next year. The shares 
*—Decline. have investment merit. 








1 





STEEL EMERGES 


How the Industry Stands 
In Present Cycle 


BY FREDERICK K. DODGE 


YEAR ago if anyone had ventured to predict 

that two months after the end of the war, the 
steel industry would be operating at 80 per cent of 
capacity, that output would be virtually on a par 
with the best prewar level, that the industry would 
be suffering a manpower shortage, and that steel 
stocks would show a 25 per cent rise in value, he 
would have been looked upon as a crack-pot oracle, 
or a starry eyed optimist. But he would have been 
100 per cent right, for that is precisely the over-all 
picture of the steel industry today. 


Outlook Promising 


It would be something less than correct, however, 
to infer from this that the road ahead for the steel 
industry is free of obstacles. Indeed, the industry is 
confronted with a full complement of postwar prob- 
lems which by virtue of the basic nature of the in- 
dustry could hardly have been wholly avoided. Stated 
otherwise, the steel industry, because of its close 
inter-relationship with other major industries, in- 
evitably shares their difficulties as well as their ad- 
vantages. Fortunately, none of the immediate handi- 
caps is insuperable; the outlook holds considerable 
promise and the industry, as well as its investors, 
are justified in contemplating the future with equa- 
nimity. 

The surrender of the Japanese brought no serious 
reconversion problems to the steel industry in gen- 
eral. The switch from a wartime to a peacetime 
basis was simplified by the fact that production 
facilities are practically the same regardless of 
whether output is used for the products of war or 
peace. True, some disposition will have to be made 
of strip mills converted to the manufacture of heavy 
plates, as will also be the case of manufacturing 
facilities engaged in making a wide range of end 
products needed for war. Some companies also may 
find it advisable to replace old and worn equipment. 
These adjustments, however, should be completed in 
a comparatively short time and without noticeable 
interruption in operations. 

Earlier this year when the industry sought to 
appraise its reconversion prospects it was antici- 
pated that in the main the biggest problem would be 
the lag between the ending of hostilities and the 
time when principal consuming industries such as 
the automobile, construction, railway equipment and 
the many consumer durable goods industries would 
have completed reconversion and started peacetime 
production. That the actual physical reconversion of 
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U.S. Steel 


their facilities by these industries was achieved with 
such surprising promptness and smoothness for the 
most part, was in a large measure responsible for 
the sustained high level of steel operations since 
V-J Day. 

The rate of steel ingot production, which previ- 
ously had been declining moderately since last 
March, showed a precipitate decline in the third 
week in August to slightly less than 70 per cent of 
rated capacity. From that low point, however, there 
was an immediate and sharp snap-back to 83.6 per 
cent of capacity in the closing week of September. 
For September, the first full month after the end of 
the war, steel production rose to 6,008,403 tons, or 
only 351 tons below the peak month of 1929 when 
the peacetime record high was set. Output for Sep- 
tember registered a gain of 5 per cent over August. 


Internal Problems 


There is, however, considerable doubt as to the 
industry’s ability to extend this gain into October, 
and the rate of operations during the remaining 
months of the year will depend chiefly upon the 
extent to which the progress of general industrial 
reconversion is braked by demands of labor for 
higher wages and OPA insistence on a rigid price 
policy. Another factor will be the success of the steel 
industry in recruiting enough workers to fill its de- 
pleted ranks. 

A drop of 414 points in the rate of steel ingot pro- 
duction for the first week in October was the result 
of scheduling difficulties and isolated labor disturb- 
ances. Moreover, a threatened tie-up of soft coal 
mines found the steel industry with a supply on 
hand equal to only about thirteen days’ needs. Sub- 
sequently the threatened strike became an actuality 
and tied up 879 soft coal mines in six states. Con- 
fronted with this situation steel producers were 
forced to curtail output. 

That the current labor unrest would make itself 
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sit in the steel industry was a foregone conclusion. 
s this is being written, the CIO United Steel 
Yorkers have opened wage negotiations with U. S. 
teel Corp., for a general wage increase of $2 a day, 
» be made retroactive to August 18, last. The CIO 
aims a million members throughout the steel in- 
ustry and this marks the first step in the union’s 
ationwide campaign to obtain the same increase for 
ll members of the Steel Workers Union. Already 
ying the highest wage rates in its history, the big 
uestion is how much of an increase can the indus- 
y support and still keep operations in the black. 
In the steel industry, payrolls absorb from 40 to 
) per cent of gross revenues, giving it one of the 
ighest wage ratios among the nation’s leading in- 
ustries. Average hourly earnings in the 1935-1939 
riod were 76.7 cents, or 19 per cent higher than 
xr the 1925-1929 period. Hourly wage rates rose 
eadily through 1940-1944 and averaged $1.025 for 
e period. For 1944, the average was $1.167. These 
gures have been compiled by the U. S. Board of 
abor Statistics. 

The steel industry was enabled to pay this un- 
recedently high level of wages, only because of 
reatly expanded production, undertaken as a matter 
f wartime urgency. A sustained high rate of pro- 
uction was also reflected in greatly increased over- 
Inet income, although actually the margin of net 
rofit declined from an average of 4.9% in 1935-1939 
04.2% in 1940-1944. According to a computation 
nade by the National City Bank, the relative trend 
f steel earnings and dividends paid has been down- 
ard since 1941, and whereas payrolls in 1935-1939 
veraged 1014 times dividends paid, they were 1314 


mes dividends paid in the 1940-1944 period. 


Higher Prices Vital 


The unfavorable implications of the foregoing can- 
ot be overlooked. Obviously, also, peacetime produc- 
on will show a considerable decline from wartime 
eaks and there will not be sufficient demand to fully 
ploy the present plant capacity. In the circum- 
ances, the only alternative open to the industry 
hich will enable it to absorb a further increase in 
ages is higher prices for its product. Surely, the 
dustry cannot be expected to face a future in 
hich it is being unjustifiably compelled to live on 
s wartime “fat,” for as a matter of fact the steel 
dustry has not become so obese that a short period 
dieting on deficits would not reduce it to a point 
emasculation. Had U. S. Steel, for example, been 
mpelled to pay the 1944 level of wages, the com- 
anny would have shown sizable deficits, before 
xes, in every year but three in the ten years from 
184 to 1943. Profits would have been shown only in 
P41, 1942 and 1943. : 
| Squeezed between rising costs and a rigid and in- 
\uitable price structure, the industry’s plight has 
parently not gone entirely unheeded in those offi- 
al quarters which are in a position to grant some 
lief. In the near future, possibly within the next 
0 weeks, OPA will grant price increases, expected 
average between $2 and $2.25 a ton on carbon 
eel products. This will help the industry in a spot 
here it is direly needed. Since V-J Day, there has 
fen a sharp drop in new orders for stainless and 
loy steels, on which producers realized a satisfac- 
ty margin of profit, and a tremendous increase in 
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the demand for soft carbon steels, on which even the 
most efficient producers are unable to make money 
at the fixed prices now in effect. 

Except for some slight advances permitted several 
months ago, steel prices are fixed at the 1939 levels, 
while costs are estimated to have advanced possibly 
$8 to $10 a ton. These estimates do not take into 
consideration any wage increases which producers 
may be forced to grant in the near future. There is a 
general feeling in the industry that OPA is not un- 
sympathetic toward the current dilemma and fur- 
ther price increases will be forthcoming. Indications 
of a more realistic attitude on the part of the official 
pricing authority afford a real ray of hope. Recent 
news dispatches to the effect that President Truman 
favors a compensatory price increase for any in- 
crease up to 15 per cent in wages, give further sup- 
port to this hopeful view. 

Another handicap which the steel industry has 
had to face in recent weeks is the mounting shortage 
of workers. It was recently reported that in the 
Pittsburgh district alone, the industry was short up- 
wards of 6,000 workers. Men and women have sim- 
ply quit their jobs to take a much needed rest. As a 
consequence, remaining workers in not a few in- 
stances are working 80 and 96 hours weekly and 
steel output has suffered. This is a situation, how- 
ever, which will undoubtedly rectify itself in a com- 
paratively short time. Workers will complete their 
vacations and the weekly pay check will again look 
pretty good to them. 

One thing which has undoubtedly caused investors 
to look with some skepticism on the prospects for 
the steel industry is the expansion of capacity un- 
dertaken as a war measure. At the beginning of this 
vear the industry had an ingot capacity of 95,505,- 
280 tons annually which compared with 81,619,496 
tons at the end of 1939, a net increase of 15,323,522 
tons for the period. An idea of what this means is 
presented by the fact that the increase alone was 
approximately equivalent to the entire British steel 
capacity. Of the increase, some 45 per cent was Gov- 
ernment financed. 

That the present productive capacity of the steel 
industry is substantially in excess of immediate 


U.S. Steel 












peacetime needs cannot be denied. That it may fore- 
bode an era of intensive competition and a drag on 
steel earnings is a sobering thought. But even with 
these adverse implications in mind, it is still possible 
to rationalize them in relation to the industry’s more 
immediate outlook. 

At no time since 1914 has the steel industry util- 
ized its full capacity to produce. The nearest it ever 
came to capacity operations was in 1943 when only 
an average of 2 per cent of capacity was either idle 
or excess. In 1929 an average of 11.5 per cent was 


idle and the figure in 1939 was nearly 36 per cent. | 


Some plants have outlived their efficiency, others will 
require extensive repairs and it is not unlikely that 
postwar capacity may be reduced as much as 10,000,- 
000 tons. Another possibility is that part of the new 
Government-owned plants will remain idle indefi- 
nitely, as witness the difficulties in transferring to 
private ownership the large Government plant at 
Geneva, Utah. The construction of this plant was 
purely a defense measure, and the steel industry re- 
gards its present location as uneconomical. 


Utilizing Increased Capacity 


On the assumption that effective capacity will be 
somewhere in the neighborhood of 85,000,000 tons, 
it is possible to make some projections for the 
months ahead. It has been estimated that the pres- 
ent break-even point for the industry is 75 per cent 
of capacity, as against 40 per cent prior to the war. 
On the basis of 85,000,000 tons capacity, this would 
mean that to break even the industry would have to 
produce about 64,000,000 tons annually or 1,000,000 
tons more than were produced in 1929. Because of 
the basic character of the steel industry there is a 
very definite relationship between yearly output and 
the gross national product covering total output of 
goods and services, and the peaks and valleys in the 
steel industry correspond to those in the record of 
gross national product. Gross national product was 
just short of $200 billion in 1944 and in that year 
steel output totalled 89,552,961 tons, both a new high 
record. It is expected that by the first quarter of 
1946 gross national product will have levelled off to 
about $150 billion to $160 billion annually. The near- 
est comparable year would be 1942 when the gross 
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national product was $152.1 billion. In that year th 
steel industry produced 86,000,000 tons of steel ay 
14 representative companies reported aggregiz 
profits of $735,000,000 before taxes and $185,000,0i 
after taxes. 

It is true, of course, that war output contribut 
substantially to gross national product during rece 
years but unless all current calculations prove ery 
neous, steel consumption in the immediate postwi 
years will continue high. If we subscribe to the co 
sensus that there will be a period of prosperity | 
several years duration, the steel industry must, } 
the same token, be included. There has never beer 
period of prosperity in which the industry did 1 
—— Its basic position practically guarante 
that. 


Tax Relief Vital 


Of major importance in the outlook for steel ind 
try profits is the prospect of relief from the hea 
burden of excess profits taxes. Last year U. S. Ste 
paid over $7 a share in excess profits taxes; Beth 
hem Steel more than $30 a share; Crucible $36.9 
and Inland $7.10. The House has voted a reducti 
in excess profits taxes to 60 per cent, and the elim 
nation of the 10 per cent refund, but the Admini 
tration has gone on record as favoring the comple 
elimination of excess profits taxes as an aid to 
conversion. There is a (Please turn to page | 











Statistical Data of Leading Steel Companies 

Funded Debt Preferred Stock Working Capital Per Comm. Sh. Unamor. Price 

($ mill.) '$ mill.) 1$ mill.) 1944 1944 = Facil. Curr. = 1945 =—-Rec. Earningh 
1940 1944 1940 1944 1940 1944 Net EPT ($ mill.) Div.* Price Range Price Ratio 
Amer. Rolling Mill $9.500 $14.750(a) $45.000 $44.993 $49.469 $64.287 $1.06 $ .48 N.A. $ .80 2814-1536 28 264 
Bethlehem Steel... 177.204 162.724 93.388 93.388 195.702 291.586 9.93 30.41 72.100 6.00 94 -65 93 93 
Allegheny Lud. Steel _.... . zu 3.342 te 12.842 13.965 2.70 6.92 N.A. 2.15 3834-28! 38 14.0 
Crucible Steel... 16.000 12.217 33.432 31.872 31.505 44.538 5.23 36.93 N.A. 3.00 4956-3534 49 93 
Inland Steel... 48.200 32.500 a 50.359 71.906 6.28 7.10 14.822 4.50 101 -82 98 15.6 
Jones & Laughlin... 42.224 30.242 58.713 58.682 61.512 79.037 2.86 1.47 13.098 2.00 4144-27 41 143 
National Steel... 62.445 54.826(b) et 39.557 65.993 4.87 4.66 N.A. 3.00 81 -65 81 16.6 
Republic Steel... 95.829 69.560 37.693 32.873(c) 105.990 130.698 1.44 4.45 N.A. 1.00 28!/%-19'/, 28 19.4 
U. S. Pipe & Fdry.......... . ie ee ee a 9.478 Poue 223) 2. N.A. 1.60 56 -35 54 242 
0:3; Steel... 190.696 92919 360.281 360.281 471.330 552.324 4.09 _....... 158.490 4.00 79 -585% 78 19.0 
Wheeling Steel... 30.800 31.200 37.768 36.312 37.299 48.974 4.51 3.62 4.951 1.50 4334-3132 43 95 
Youngstown Sh. & T.... 82.500 51.870 15.000 15.000(d) 78.377 115.121 4.25 3.49 N.A. 2.00 65!/-39!/g 65 15.3 

*_Year to date. 'b)—Retired $4.5 million notes June 30, 1945. 
N.A.—Not Available. (c)—47,066 shares 6% Conv. Pfd. retired June 30, 1945. 
(a)—Retired Sept. 5, 1945. (d)—Entire issue called Oct. 1945. 
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ye is the outlook for our postwar sales in 
Latin America? What will happen to our huge 
imports from the other American Republics? How 
will the pattern of our postwar exports and im- 
ports differ from our pre-war and our wartime 
trade with Latin America? Could the inter-Ameri- 
can trade, some of which has undoubtedly taken 
place regardless of price and quality, be maintained 
at about the $3 billion level reached on V-J Day? 
All these questions are no longer academic. They 
have become real and immediate for business men 
on either side of the Rio Grande. 

Since generalizations about Latin America as a 
whole are difficult as well as dangerous, the best 
answer to the abeve queries is perhaps that the 
prospects for the maintenance of the inter-Ameri- 
can trade around the current level appear to be 
good to excellent, depending upon the country in- 
volved. There is no doubt that the circumstances 
which drew the two Americas together and made 
them cooperate successfully with each other during 
the war, will also continue to draw them together 
in the future. The conditions for the maintenance 
of a large flow of goods still exist: on one hand, 
the tremendous pent-up demand for consumers’ 
goods in this country, and on the other hand, the 
unusually large pent-up demand for industrial prod- 
ucts and equipment in Latin America. 

What was the status of our trade with Latin 
America at the close of the war? Measured in dol- 
lars and cents, it reached the tidy sum of $2,650 
million in 1944, the exports accounting for $1,060 
millions and the imports for $1,600 million. It ex- 
panded almost two-and-half times during the war, 
the 1939 figure being $1,070 million, to which the 
exports contributed $520 million and the imports 
$550 million. A part of the increase was, of course, 
due to the 30 to 40 per cent rise in prices. This 
year, partly because of advancing prices, but de- 
spite our declining war material purchases, our 
trade with Latin America will approach the $3,000 
million level, a figure equivalent to our total foreign 


South American Trade Opportunities 
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trade during the worst depression years. 

From the viewpoint of the postwar trade pros- 
pects, more important than the actual dollar-and- 
cent expansion have been the shifts in the pattern 
of our trade with Latin America. There has been 
a remarkable broadening of the mutual trade as 
Latin America has turned to us for goods formerly 
supplied by Europe and as we have sought in Latin 
America the products ordinarily imported from 
Southeastern Asia. The industrialization below the 
Rio Grande has also contributed to the diversifica- 
tion of our trade with the other American republics. 

On the export side, the importance in the total 
trade of such “peacetime leaders” as motor vehi- 
cles, industrial machinery, electrical equipment and 
lumber declined considerably because of wartime 
and shipping restrictions. On the other hand, the 
export of goods normally supplied to Latin America 
by Europe skyrocketed: textile exports trebled in 
value between 1938 and 1944, paper products ex- 
ports increased four times, scientific instruments 
exports five times and glass products six times. 
Apparently we have successfully supplanted Ger- 
many as the exporter of chemicals, since in 1944 
they occupied the second place among our Latin 
American exports. 

The pattern of our imports from Latin America 
shows similar changes. Again the importance of the 
prewar “leaders”, coffee, cocoa, oilseeds, bananas, 
petroleum products and hides, has declined. On the 
other hand, the share of non-ferrous metal imports 
in the total rose from 8 per cent in 1938 to almost 
17 per cent in 1944; the value of wool imports in- 
creased almost 10 times, and the imports of prod- 
ucts such as candy, rum, alcohol, wines, tobacco 
products, leather products, rubber, molasses, vege- 
table preparations and industrial diamonds which 
in 1938 aggregated about $30 million, exceeded $200 
million by 1944. ; 

What are the chances that we shall keep some 
of this war-developed trade? In general the chances 
are really good for the next few years, simply 





Gendreau 


































































| likely to offer serious competition for some time. 


because the Continent of Europe and Japan are not 


As a matter of fact, the re-equipped Latin Ameri- 
can consumer goods industries, in so far as they 


_ will be based on the locally produced raw materials, 
| will be more important as competitors, especially 


since they might count on increased tariff protec- 
tion. As will be seen from the accompanying table, 
chemicals, textile manufactures, paper products, 
glass products, etc., which in 1944 accounted for 


| about one-third of our Latin American exports, will 


be subject to increased local and Continental com- 
petition. 

The prospects for exports of industrial and trans- 
portation equipment, electrical machinery, steel mill 
products and chemical specialties are extremely fa- 


' vorable. The Research Division of the Coordinator 
| of Inter-American Affairs estimated some time ago 
| that “under favorable economic and political con- 
' ditions,” Latin American countries might be in the 


market for some $6 billion worth of capital goods 
over the next ten years, to be used either for the 
development of new plant capacity or the replace- 
ment of depreciated or obsolete machinery. Not 
all this equipment would be bought in this coun- 
try, but it was suggested that the annual value of 
capital goods supplied by us might increase progres- 
sively from $250 million in the first and second 
year after the war to a maximum of about $500 
in the seventh and eighth year and then decline to, 
say, $280 million. 

Such a development program would have to be 
financed in part by foreign capital. Contrary to the 
general impression, individual business firms are 
said to have put aside relatively small reserves for 
the purchase of new equipment. This is explained 
by the fact that their funds were needed to finance 
business transactions at a rising level of prices. 

Latin America has been one of the few parts of 
the world which have profited from the worldwide 
redistribution of purchasing power. However, it is 
claimed, principally on the basis of the more rapid 
rise in commercial bank deposits in most Latin 
American countries as compared with the increase 
in notes in circulation, that the distribution of pur- 
chasing power within individual countries has been 
rather uneven; the people who profited most were 
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small entrepreneurs, tradesmen and _ particularly 
speculators and middlemen of all sorts, the num- 
bers of’ whom have apparently expanded miracu- 
lously. All these people are anxious to buy automo- 
biles, radios, refrigerators and other consumer 
durable goods, partly, it is said, as a good hedge 
against possible currency depreciation and _ infla- 
tion in general. 

As to the purchasing power of Latin America, 
notwithstanding the fact that it may have doubled 
and even trebled in some countries, it is probably 
no larger than that of the States of Pennsylvania 
and Ohio combined. The total national income of all 
Latin America runs at present between $16 and 
$18 billion, which means that the average per capita 
income is around $120 to $140 per year. There are, 
however, wide differences among individual coun- 
tries: Argentina heads the list with more than $300 
per capita income a year and Haiti trails with less 
than $30. 


Outlook for Imports 


With the war over, there will probably be a de- 
cline in those Latin American imports that will no 
longer be needed for the war effort and also those 
which will again be available from Southeastern 
Asia. They accounted for about 23 per cent of our 
total imports from the other American republics in 
1944 (see table) and include such products as cop- 
per, rubber, industrial diamonds, zinc, tungsten and 
chromium concentrates, leather products, tobacco 
products, and alcoholic beverages. The group of 
commodities, imports of which may show higher 
dollar values in the future—partly because of a fur- 
ther rise in prices, as for example in the case of 
sugar—includes wool and other textile fibers, oil- 
seeds, sugar, hides, cocoa, and, above all, bananas. 
The remaining imports (coffee, petroleum, meat 
products, lead, etc.—see group No. II, page 110) 
which accounted for nearly one-half of our Latin 
American imports in 1944, are likely to depend both 
upon the volume of business in the United States 
and upon the ability of Latin American countries 
to compete in world markets. Should our national 
gross product be maintained after the war at about 
the $175 billion level, then, according to a study 
made by the Co-ordinator’s Office, our imports from 
Brazil would average about 17.5 million tons, as 
compared with 9 million tons in 1939. Under similar 
circumstances, our imports from Mexico would 
about double in volume as compared with 1939. 

If Latin America is to buy from us goods at the 
rate of about $1.5 billion a year, which is not im- 
probable in view of the pent-up demand and inter- 
nal purchasing power, she will have to be provided 
with dollars. In this connection, it is customary to 
point out the existence of gold and foreign dollar 
reserves which were built up from $910 million in 
December 1939 to over $4,000 as of last June. The 
trouble is that the significance and the function of 
this supposed “nest-egg”’ is usually exaggerated and 
misunderstood. A realistic analysis is therefore in 
order. 

In the first place, the equivalent of some $650 
million of the gold and foreign exchange reserves 
is in the form of frozen sterling credits which might 
be usable only for the (Please turn to page 110) 
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BY JACKSON 


MARKET TRENDS: The Magazine of Wall Street’s 
index of bond prices showed the following changes 
during the period indicated: 
On On Net 
Sept.29 Oct.13 Change 
Forty corporate bonds...... 121.1 


1213 + 2 
Ten high grade rails........ 115.6 115.7 + .1 
TOR BOCOMG THB. occ ci cccess 273.2 274.2 +-1.0 
Ten high grade utilities........ 99.4 99.4 — 
Ten high grade industrials.. 105.2 105.1 — .1 
Ten foreign government issues 131.6 1381.2 — 4 


As will be noted from these figures, bond prices 
continue to display marked firmness at, or near, 
their best levels. New corporate offerings continue 
in large volume providing a veritable boom for un- 


| derwriters. Beginning October 29, however, all new 


offerings which were not actually under way at that 
time will be withheld until the end of the Victory 
Loan drive on December 8. 

Outstanding feature is the apparently insatiable 


| appetite of investors for new issues. In a recent 
_ week, total new offerings amounted to $133,000,000, 
all of which were snapped up in a few days. A num- 


ber of these issues were bid up to premium prices. 
Moreover, not all of the new buying is being done 
by institutional investors and underwriters report 
good demand on the part of individual investors. 

The willingness of the latter to accept unprece- 
dentedly low yields despite the fact that lower dol- 
lar purchasing power appears inevitable in the 
months ahead, must be regarded as a significant 
commentary on the huge volume of capital pressing 
for investment. Those investors who take their cue 
from the willingness of large banks and insurance 
companies to absorb almost any quantity of low- 
yielding issues might bear 


Opportunities for Income and Appreciation 
In Bonds and Preferred Stocks 


D. NORWOOD 


the bonds would not qualify for better than a me- 
dium grade rating. Yet the investor who is in a 
position to place some part of his capital in an issue 
of this type may find much basis for confidence in 
the marked improvement which has taken place in 
Southern Pacific’s financial position. By the end of 
this year it is estimated that the road will show 
over $100 million in working capital, which would 
compare with less than $15 million at the end of 
1940. In addition, funded debt has been reduced 
from $710.9 million to $537.5 million, and fixed 
charges have been cut about $8 million annually. 
Moreover, it is not unlikely that further savings 
can be effected by additional refunding operations, 
as the road takes advantage of its strengthened 
credit position. On the basis of probable fixed 
charges next year, they would have been earned 
even in the depths of the depression in 1932. Peace- 
time traffic will doubtless decline below the ex- 
panded war volume, but revenues should be sus- 
tained at a level to afford adequate protection to 
funded debt. Of further interest is the strong pos- 
sibility that railroads will be granted some increase 
in rates to offset the higher costs now in force. 


NOTES .. . Early redemption of Buffalo, Niagara & 
Eastern $1.60 preferred is expected . . . The recent 
successful offering of $10,000,000, 314% convertible 
income debentures by the Penn-Central Airlines 
marks the first bond financing by an airline in nine 
vears. It may set the pattern for similar financing 
by other airlines, as it is expected that they will 
be in the market for a large amount of new capital 
to finance expansion and new equipment ... As an 
alternative to the original stock exchange offer, dis- 
senting preferred stockholders of Pittsburgh Coal 

were offered $100 in cash 
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. credit for drawing first blood goes 
to the airlines, and their opponents have 
winced from the impact of some of the 
possibilities implied in recent announce- 
ments. Take, for instance, the revised 
schedule of rates of leading airlines made 
public late in August. From New York, it 
is now possible for a business man to go 
by plane to the nation’s leading indus- 
trial cities faster and cheaper than he can 
by rail. Following is a comparison be- 
tween representative airline rates and a 
first class ticket and Pullman lower berth 
from New York City: 


Airline Rail 


Pittsburgh $14.90 $17.47 
Chicago 36.83 
Youngstown, Ohio - 20.41 
Cleveland ; 23.16 
Detroit . : 27.89 


Photomontage by Cushing 
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 Semnps has already been a lot of preliminary spar- 
ring in the opening rounds of what promises to 
be one of the greatest competitive fights of the 
post-war years. It is a three-cornered battle in the 
field of transportation, with the venerable railroads 
matched against those lusty upstarts, the buses and 
airlines. The prize is the custom of that prodigious 
breed of homo sapiens—the mobile American. 

The outcome of this competitive struggle is by no 
means a sure bet, for the participants are pretty 
evenly matched. One winner seems certain, however, 
even if the contest ends in a draw. The winner, para- 
doxically, is also the prize—the American traveling 
public. Some of the most alluring inducements will 
be offered the public by these transportation giants. 
Speed, safety and luxurious comfort will all be avail- 
able to the traveler, and at the lowest prices ever 
offered. 

The recently scheduled airline rates noted on the 
opposite page are equivalent to an average of 414 
cents per mile, which on the basis of a 200-pound 
passenger, including baggage, amounts to 45 cents 
a ton-mile. Moreover, the ratio of airline fares to rail 
fares increases in favor of the airlines over longer 
distances when the rail traveler must of necessity 
add the cost of meals and service tips to the expense 
of his trip. These items do not apply to air travel. 

The airlines state that the new rates are war- 































however, these new low rates are a powerful com- 
petitive wedge. 

Unwilling apparently to let their case rest solely 
on lower fares, the airlines have also announced a 
marked speeding up in schedules. When Transconti- 
nental & Western Air shortly places in operation its 
new fleet of twelve Lockheed Constellations, the 
company will inaugurate cross country service at 
speeds upwards of 300 miles an hour, making it pos- 
sible to fly from New York to Los Angeles with a 
full pay load in approximately ten hours. This will 
cut from four to seven hours from present transcon- 
tinental schedules. Eastern Air Lines has signed 
contracts for twenty Constellations and when these 
are placed in operation, the company will fly its pas- 
sengers from New York to Boston in 45 minutes; to 
Washington in less than an hour; and to Miami in 
four and a half hours. 

Nor are the airlines overlooking the passenger’s 
comfort and convenience. Airport facilities are being 
enlarged and improved, more planes and fuller sched- 
ules will be maintained; and once aboard a plane the 
passenger will have the advantage of wider view 
windows, more comfortable seats and full course 
meals served hot. There will be club compartments, 
sleeping accommodations and other special services 
designed to enhance the pleasure of the trip. 

These tactics on the part of the airlines have all 
the earmarks of an aggressive mass merchandising 
campaign, and the carriers have a very fertile field 
in which to market their wares. Despite the fact 
that the number of passengers flown by domestic 
airlines has increased steadily (1944’s total of 3,658,- 
140 passengers set a new high record), there are 
still a multitude of travelers who have yet to take 
their first plane trip. Many of them still regard a 
plane trip as something to be undertaken in a spirit 
of adventure by the more hardy traveler. The ap- 
praisal of the safety factor by the average individual 
doubtless has a lot to do with this attitude and there 
has also been a tendency on the part of newspapers 
to publicize airplane accidents more spectacularly 
than accidents involving passenger trains and buses. 
But the element of safety on the airlines has been 
greatly increased by improvements in weather fore- 
casting, communications and by greater power de- 
pendability. Now with the lifting of the self-imposed 














ranted by economies effected during war-time opera-_ restrictions on advertising and of travel priorities, 
____. | tion, and deny that they mark the beginning of a_ airlines will undoubtedly give greater prominence to 
‘knockdown and drag-out rate war. By any name, the safety of air travel. (Please turn to page 101) 
goes 
have oc onremuntrmmernen tern ame mmm mm -— ~ a al - 
f the | , 
a Prominent Rivals in Passenger Transportation 
vise | Price 
made | Passenger Revenues ($ mill.) —— Earned Per Share Current Div. Recent Earnings | 
rk, it Air Lines: 1941 1942 1943 1944 1941 1942 1943 1944 Div.** Yield Price Ratio 
a American Airlines $20.922  $21.513  $23.356 $29.338 »$1.97* $3.16 $2.59* $3.32 $1.00 1.2% 79 23.8 
aie Eastern Airlines 11.203 12.159 12.322 14651 2.81 6.14 242 2.54 50 5 86 33.8 
ie. | Pennsylvania-Central Air. 3.723 3.147 3.249 5.571 36 95 54 81 25 a 35 43.2 
a | Transcon. & Western Air. 10.240 10.707 12.902 17.596 defO.51 2.29 2.12 2.82 Nil 57 20.2 
berth | || Railroads: 
Chesapeake & Ohio 4.831 11.493 21.669 23.5906 5.79 4.25 4.04 3.57 3.50 6.0 58 16.2 
iT New York Central 66.609 112.259 162.017 180.965 4.07 7.61 9.73 5.55 1.50 53 28 5.0 
Rail b || Pennsylvania R. R. 89.023 169.122 245.537 260.805 3.98 8.17 6.95 5.29 2.50 62 40 7.5 
7.47 |} || Southern Pacific 31.596 72.235 124.246 134.419 9.21 21.28 15.47 9.73 3.00 5.7 52 5.3 
; Union Pacific ............ 21.554 45.794 86.742 91.572 11.19 26.14 1858 16.68 6.00 43 138 8.2 
36.83 | Bus Lines: Bus Miles Operated (in mill.) —— 
0.41 | Greyhound Corp. . 258.467 311.541 329.946 345.233 2.28 2.96 3.80 3.68 1.55 5.7 27 7.3 
23.16 | *—Adijusted for 2-for-| split Dec. 1944. **_Total paid for the 12 month period to date. 
7.89 | —_— — Soieall 
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BY H. S. COFFIN 


0 hen corner stone of postwar planning in every 
part of the world is the modernization of indus- 
try, for the outstanding lesson of war experience has 
taught that upon mechanical efficiency more than 
anything else will depend the prosperity of every 
nation, as well as the survival of its productive units. 
Enterprises of every description, accordingly, will 
find it expedient to acquire machines embodying the 
latest technological improvements, and in view of 
the huge demand for special equipment certain to 
develop, the shares of two leading machinery manu- 
facturers warrant closer inspection. 

For decades past, both Ingersoll-Rand Co. and 
Worthington Pump & Machinery Co. have locked in 
competition for world-wide markets where demand 
for the heavier type of equipment has made the 
effort seem worthwhile. As it would be hard to name 
an industry without basic requirements for engines, 
pumps or compressors, the field has been broad in 
character, and to achieve a degree of diversification 
both concerns have gone in heavily for a production 
of drills, condensers, pneumatic tools, air condition- 
ing machinery, refrigeration equipment and essen- 
tial machinery for mining, road building and general 
construction. Business of this sort requires a strong 
foundation of engineering talent and technical skill 
since many of the machines are “tailor made” from 
complex specifications ; logically such production per- 
mits above average profit margins. Offsetting this 
advantage, however, is the fact that demand shrinks 
drastically when industry in general heads into a 
slump, thus subjecting earnings to wide cyclical 
swings, with corresponding volatility of share prices. 

It will be recognized that to build up and maintain 
organizations such as these, long experience and 
heavy capital investments are essential factors, for 
reputation in this business is a primary asset, facili- 
ties to manufacture and sell must be broadly estab- 


Worthington Refrigeration Units at the 
Consolidated Vultee Aircraft Corp. 
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lished, and working capital must be strongly sus-Muced 
tained not only to carry on normal operations but tofpet 1 
weather lean periods as well. ed ai 

Let’s examine briefly the physical setup of bothipreci: 
concerns, beginning with Ingersoll-Rand. Fortypnd a 
years ago, the business was incorporated as a con-fity, 
solidation of the Rand Drill Co., the Ingersoll-Sar.fice t! 
geant Drill Co., and the latter’s subsidiary, Imperialfrestr 
Engine Co. Shortly thereafter, the Imperial Pneu-p car 
matic Tool Co. was acquired and a 70% interest jngllion 
Canadian Ingersoll-Rand Co., Ltd. was obtained. Apling 
wholly owned subsidiary, the A. S. Cameron Steanfto al 
Pump Works, rounds out a well balanced and com-Ja cer 
pact organization for the company’s requirements onfin fu 
the production end. Sales offices are maintained infthe t 
leading cities throughout the United States and by 
subsidiaries in 19 foreign countries, the latter func. 
tioning also as service stations and to a limited ex-@ 
tent as manufacturing units. 


Dates Back to 1846 


The business of Worthington Pump & Machineryftr 
Co. was started way back in 1846 as a partnership 
under the name of Worthington & Baker, and as a 
result of numerous mergers and acquisitions during 
the years to follow has emerged, like Ingersoll-Rand, 
into a broadly diversified enterprise of international. 
scope. Operated as wholly-owned subsidiaries are 
Electric Machinery Mfg. Co. of Minneapolis, Ran- 
some Machinery Co., and Worthington-Gamon Meter 
Co., while now fully incorporated in the parent con- 
cern are the former businesses of International 
Steam Pump Co., Holly Mfg. Co., Blake & Knowles 
Steam Pump Co., Carbondale Machine Co., Inter- 
national Gas Engine Co., the Jeanesville Iron Works 
and a few others. Operations are concentrated in six 
modern plants, located in various cities, while sales 
are handled by offices established throughout the 
United States and by subsidiaries or agents in many 
foreign countries. Due to its highly organized engi- 
neering department, Worthington designs entire, 
plants, equipping them with machinery of other 
concerns as well as its own. \ 

Chief normal outlets for the products of both con} 
cerns are public utility and railroad companies, the} gol 
petroleum, road-building, mining and construction 
industries, although, as previously mentioned, sup- 
plementary demand stems from nearly every indus-{ 300- 
try anyone could name. So broadly diversified are 
the products of the two concerns, that competition 
,extends into a long list of industrial fields, butB ¢- 
superlative success in the manufacture and sale of 
air and gas compressors has been achieved by Inger- 
soll-Rand while Worthington’s banner flies high 
when it comes to pumps. 

Relative investments in plant and equipment off , 
the two companies present an interesting compari} 
son. In the case of Ingersoll-Rand, physical property} 
carried at an original cost of $12.04 million has been 
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rly susMuced by depreciation reserves of $6.94 million to 
; but tofpet value of $5.09 million, while Worthington’s 
od assets costing originally $21.6 million, after 
of bothppreciation to the extent of $11.9 million, now 
Fortygnd at $9.6 million. From the aspect of plant ca- 
a conftity, therefore, Worthington appears to be nearly 
oll-Sar.gice the size of its competitor. On the other hand, 
mperiaestments of Worthington in foreign subsidiaries 
1 Pneu.e carried at a modest $138,000 compared with $3.6 
arest jnplion similar investments by Ingersoll-Rand, re- 
ined. Apling a significant difference in company policies 
. Steanfto allocation of capital assets, as well as pointing 
1d com.ga certain divergence in distributive programs. 
ents onfin further applying the yardstick of relative size 
ined ingthe two concerns, according to the balance sheets 
and bypDecember 31, 1944, working capital of $29.7 mil- 
xy func of Ingersoll-Rand outstrips that of Worthington 
ited exgmp by about $12.2 million, although the $17.5 
lion in net current assets of the latter concern 
by no means inconsiderable. Fact is that Inger- 
has consistently maintained working capital at 
els far above those normally required by the 
chineryerage industrial concern, thus placing itself in a 
nershipfong position to ride with unusual ease through 
nd as am periods characteristic of this industry. As a 
duringpult of this advantage, total assets of Ingersoll- 
l-Randjmd amount to $79.7 million, or slightly above the 
1ationalf.1 million of Worthington, making any difference 
ies arepover-all size a relatively minor distinction. Prog- 
s, Ran-s made by Worthington in building up working 
n Meterital since 1939 has been more substantial than in 
nt con-# case of Ingersoll-Rand, the relative gains having 
1ationalfn $9.1 million for the former against only $2.6 
<nowlesfllion for Ingersoll, but, as has been pointed out, 
- Inter-fB latter concern had less need for the additional 
Worksiids. The relationship of current assets to current 
d in sixpilities stands at 1.8 to 1 for Ingersoll and 1.4 to 1 
le salesf Worthington, in both cases an abnormally low 
out thefio due to heavy war production, but under the 
n manyftumstances entirely satisfactory. 
sd engi- 
entire 
f other 
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The nine Worthington compressors above pump 207 
million cubic feet of natural gas in a pipeline from 
Texas to West Virginia 


Since the outbreak of war, production of both con- 
cerns has been concentrated almost 100% to meet 
military demand and in the process, volume gains 
have been immense. Sales for Ingersoll-Rand in 1944 
were $80.8 million as against $40 million in 1939, 
while from $20.1 million in this earlier year, volume 
of Worthington soared to a peak of $150.7 million in 
1944. Peak year for Ingersoll was 1943, when vol- 
ume reached $118 million. Enormous demand for 
pumps, compressors, condensers and kindred items 
for both naval and maritime shipping taxed the ca- 
pacity of both companies during war years although 
in a broad way, their numerous other products were 
heavily purchased by the Government. Reconversion 
problems, accordingly, are relatively light in both 
instances, although adjustment of volume expectan- 
cies from wartime peaks should be far more drastic 
for Worthington than for Ingersoll-Rand. Not that 
postwar volume of either concern is likely to shrink 
to 1939 dimensions, or anywhere near it perhaps, 
but if postwar sales of Worthington tend to narrow 
the broad gap established by Ingersoll in prewar, the 
former concern will be fortunate indeed. Chances 
are, in any event, that Worthington cannot hold its 
dominant wartime lead as to sales. 

More important than records of volume achieve- 
ments, of course, are net earnings produced by the 
two managements under varying operational poli- 
cies, and in this respect the figures become very 
interesting. Operating income of Worthington in 
1944 was $19.2 million, equal to 12.8% of sales, com- 
pared with an almost exactly identical record of 
$19.3 million for Ingersoll-Rand, or 21.6% of volume. 
In other words, the gross margin advantage of In- 
gersoll just about offset the $70 million sales advan- 
tage of its competitor, attesting to a remarkably 
efficient control of costs. Nor has the circumstance 
been limited to a prosperous war year, for during 
the 1938-40 period average gross margins of Inger- 
soll-Rand were about 25% compared with scarcely 
half this figure for Worthington. In normal years, 
also, the heavier investment of this concern in for- 
eign fields, boosting export sales to about 30% of its 
total volume, could result in wider profit margins. 
The fact, however, seems to be clear that Ingersoll 
can operate more profitably, mainly by reason of 
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a smaller overhead, an important differential. 

In viewing final net earnings as reported for 1944, 
the impact of excess profits taxes and adjustments 
due to varying reserve policies is interesting. The 
toll of EPT on Ingersoll’s earnings last year 
amounted to $11.4 million, equal to $11.33 per share 
of its common stock, while relative figures for 
Worthington were $12.8 million or $45.77 per share. 
In arriving at final net, Ingersoll released $1.8 mil- 
lion of unused reserves as a credit, evidently consid- 
ering a balance of $2 million reserves for contingen- 
cies and $500,000 for rehabilitation of foreign plants 
as ample. Worthington, on the other hand, deducted 
from earnings $2.5 million to further provide for 
postwar contingencies. After all adjustments, net 
earnings reported by Ingersoll for 1944 were $8.73 
million, or $8.70 per share of common after allow- 
ance for preferred dividends, compared with $2.1 
million or $8.42 per share for Worthington. 

The prewar record of the two concerns discloses a 
wide variation in earning power. While net for 
Ingersoll has fluctuated broadly from year to year 
since 1929, only in two of the depression years did 
deficits appear, and due to its strong cash position 
the company has been able to sustain an unbroken 
record of dividend distributions for the past 33 


years. In contrast to this showing, Worthington re-’ 


mained consistently in the red for the five-year 
period beginning with 1931, and while the business 
has been profitable thereafter, all earnings were 
retained to build up working capital until 1943, when 
$2.50 was paid on the common, followed by $1.50 
per share in 1944. The smallest dividend paid by 
Ingersoll-Rand for 20 years past was $1.50 in 1933, 
rising to a $6 level for the last four years, and in 11 
prewar years liberal extra dividends were paid. 


Varied Capital Structure 


Variations in capital structure naturally affect 
appraisals of the two common stock issues. Neither 
concern has any funded debt. Ingersoll has out- 
standing 25,255 shares of non-callable 6% preferred 
stock and 1,004,130 shares of no-par common. As 
dividends on the preferred amount to only $151,518 
annually, the bulk of net is available for the equity 
issue. Worthington, on the other hand, has out- 
standing two series of preferred stocks totalling 
141,548 shares with a 414% dividend rate, and only 
280,082 shares of no par common. The preferred 
dividends take a cut from net earnings of $809,170, 
a sizable amount and imparting a substantial lever- 
age to the common. ; 

Postwar prospects for these two interesting con- 
cerns are bright, as stated at the outset of this 
article; for several years to come, combined foreign 
and domestic demand promises to be lively for the 
specialized products of both. While competition in 
the field will by no means be limited to these two, 
their prospective volume should run well above that 
achieved during any prewar year of the last decade. 
In addition to a large demand in the offing for pumps, 
compressors and refrigeration equipment of all kinds, 
needs of the mining industry and the long promised 
boom in construction, including roads and buildings, 
should create a call for modern machines of a char- 
acter broadly developed by both Ingersoll-Rand and 
Worthington Pump & Machinery Co. 

Supporting these en- (Please turn to page 104) 

















Comparative Statistical Data 


(Figures in $ million — unless otherwise indicated] 


CAPITALIZATION 

Preferred stock at market... 
Common stock at market. 

No. of shares (in thousands)... 


Recent price nn 


! Total capitalization ... 


Long term debt... 

INCOME ACCOUNT:(a) 

7) [acne esa eae ced 
Depreciation and amortization 
Taxes ..... 

Preferred dividend requirements 
Balance for common 

Gross margin ....... 

Net profit margin 


% earned on capitalization**. 


} Earned on common, per share... 


Ingersoll 
Rand 


4.318 
130.520 
1,004 
130 
134.838 


_ 12/31/44 


Earned on common, % of market price... 


1936-43 average earnings per share 
dto., % of market price. 

Dividend rate ................. 

Dividend yield 

BALANCE SHEET: 

Cash assets 

Receivables, net : 


Inventories, net ccc. 


Oe) er oe mee, ee 


Current liabilities 00... 


Net current assets 





Fixed assets, net 





ich RER GIS 0 oes Oe a 
Current asset value, per share*_..... 


Book value, per share 





Net current asset value, per share*..... 
Cash asset value, per share 
RATIOS: 


Current ratio . 


Inventories, % of sales. nsennenntenn 


Inventories, % of current assets. en 


Depreciation, % of net fixed assets................ 


Sales, % of total market value of common... 


Price earnings ratio... 








*—After allowing for senior securities. 


**__Before taxes. 


(a)—Income accounts have been adjusted for 1943 renegotiatio 


effects. 


80.865 
1.198 
14.111 
15I 
8.731 
21.6% 
10.9% 
51.2% 
$8.70 
6.7% 
$6.60 
5.1% 
$6.00 
4.6% 
12/31/44 
45.239 
8.330 
11.033 
64.602 
34.854 
29.748 
5.606 
79.735 
$61.82 
42.18 
27.11 
45.05 


1.8 
13.6% 
17.1% 
21.4% 
62.1% 
14.9 


Worthington 


Pump & 


Machinery 


13.305 
17.360 
280 

62 
30.665 


12/31/44 | 


150.703 
1.516 
13.685 
809 
2.198 
12.8% 
2.0% 
58.5% 
$8.42 
13.6% 
$3.35 
5.4% 
$1.50 
2.4% 
12/31/44 
17.705 
28.416 
19.002 
65.123 
47.615 
17.508 
9.673 
76.113 
$182.03 
51.21 
11.97 
63.23 


1.4 
12.6% 


29.245 


15.6% 
866.1% 
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12.8% 
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58.5% 
$8.42 
13.6% 
$3.35 
5.4% 
$1.50 
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12/31/44 
17.705 
28.416 
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CHAMPION PAPER & FIBRE CO. 


Net SALES BARS NET INCOME 
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BUSINESS: Company ranks as one of the leading domestic producers 
of white and book papers, both coated and uncoated, in wide use by 
lithographers and printers for advertising, dispiays, books, magazines 
and catalogues. Additionally, production includes a wide range of fibre 
boards and cardboard items, playing card and file folder stock, as well as 
milk containers. As a result of a specially developed process to utilize 
Southern pine for pulp, the company owns large mills in North Carolina 
and Texas for the production of both pulp and paper, and supplies raw 
materials to another plant in Ohio. Over 1.6 million acres of timber 
lands in the South are company-controlled. The business, established in 
1893, is thus largely integrated, and through the decades has grown to 
substantial proportions, with annual sales of about $48 million. 
OUTLOOK: Conservative dividend policies have created a very strong 
financial position, working capital having increased from $8.3 million in 
1942 to $21.8 million on April 30, 1945. The position of common share- 
holders has been enhanced during the current year by favorable refund- 
ing of long-term debt and of 100,000 shares of preferred stock. Although 
net after heavy taxes has totaled $10.50 per share during the last three 
years, stockholders have received only $2.65, and relief from EPT (equal 
to $7.48 per share in the last fiscal year) will broaden potentials for 
more generous distributions. Heavy product demand has resulted in 
plans for substantial expansion in facilities, income from which should 
further bolster earnings, and resources to finance the program appear 
ample without recourse to additional capital. 

COMMENT: Current assets of $26.4 million compare with current lia- 
bilities of $4.5 million, producing a current ratio of 5.8 to I, highlighting 
the company’s strong position and the lessened need for continued reten- 
tion of a major portion of net earnings. With no reconversion expenses 
of importance and every prospect of well sustained volume, Champion's 
outlook is highly favorable. Profit margins should widen over the near 
term from the combined causes discussed, establishing a logical basis for 
better stockholder treatment. 

MARKET ACTION: Recent price—44 compared with 1945 high of 45!/ 
and a peak of 63!/, in 1937. Considerable volatility in the past has been 
a characteristic of the common stock. 


COMPARATIVE BALANCE SHEET ITEMS 


















































($ millions) 
April 30 = April 30 

ASSETS 1942 1945 Change 
Cash 1.856 11.097 +9.241 
Marketable securities cd 2.240 +2.240 
Receivables, net 4.437 4.678 +.241 
inventories, net 6.966 7.284 +.318 
ner current antes | 1.015 +1.110 
TOTAL CURRENT ASSETS__.__-_ 13.264 26.414 + 13.150 
Plant and equip t 46.484 44.705 —1.779 
Less depreciation 19.373 21.369 + 1.996 
Net property 27.111 23.336 —3.775 
Other assets 2.442 2.149 —.293 
TOTAL ASSETS 42.817 51.899 +9.082 
LIABILITIES 

Notes payable 753 .310 —.443 
Accts. payable & accruals. 1.510 2.251 +.741 
Reserve for taxes. 2.676 1.991 —.685 
TOTAL CURRENT LIABILITIES. 4.939 4.552 —.387 
Minority interest — ar 103 +.074 
one jet Cae Se 10.900 + 1.650 
Reserves — 2.810 +2.810 
Capital 16.813 19.300 +2.487 
Surplus 11.786 14.234 +2.448 
TOTAL LIABILITIES 42.817 51.899 +9.082 
WORKING CAPITAL 8.325 21.862 + 13.537 
Current Ratio i.0 5.8 +3.2 
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Six Stocks Likely To Pay Higher Dividends 









| B. F. GOODRICH CO. 


LINE NET SALES BARS NET INCOME 
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BUSINESS: Goodrich ranks among the four leading manufacturers of 
tires and rubber products, the result of 75 years of steady growth. It 
operates fifteen plants located at strategic points and providing nearly 
12.5 million square feet of floor space. Additionally, Goodrich is oper- 
ating for the Government three synthetic rubber plants and has con- 
tracted with the Government of Colombia to operate a large new tire 
factory in that country. Retail outlets consist of some 488 retail stores in 
the U. S. and Canada. Prior to the war, about 50% of dollar sales con- 
sisted of tires shipped to leading automobile manufacturers and dealer 
~— with sales of 32,000 rubber specialties accounting for the other 
alf. 


OUTLOOK: A drastic decline in military takings will be largely offset 
by a huge demand for tires during the approaching automobile boom, 
not to mention heavy replacement requirements estimated at about 40 
million tires. As a pioneer in synthetic rubber development, Goodrich 
stands to profit from its valuable experience in that field. With volume 
likely to exceed prewar records and profit margins widened by normal 
operating conditions and EPT relief, earnings should be eminently satis- 
factory. Together with a strong cash position, this should permit more 
liberal stockholder treatment. 


COMMENT: Working capital of $93 million, a peak figure, will be 
further increased by $1.6 million postwar refunds. Current ratio of 4.3 to 
| highlights the very strong financial position, considering recent stress 
of war production. Outstanding prior to the common are $35 million 
2%4% debentures and 412,031 shares of 5% preferred stock, providing a 
substantial amount of fixed rate capital with corresponding leverage 
benefit to the common in good years. With the advent of peace, it 
should no longer be necessary to limit distributions to 25% of earnings, 
the average experience in recent years. 


MARKET ACTION: Recent price—69!/2, compared with 1945 high of 
70 and 1937 peak of 50. Normally, cyclical influences impart considerable 
volatility to the stock. 


COMPARATIVE BALANCE SHEET ITEMS 


($ millions) 



























































ec. June 30 

ASSETS 1941 1945 Change 

as! 14.400 12.850 — 1.550 
Marketable securities a 3.697 3.697 
Receivables, net 35.360 47.235 + 11.875 
Inventories, net 43.338 55.501 + 12.163 
Lo Og ae ae — 1.687 + 1.687 
TOTAL CURRENT ASSETS. 93.098 120.970 +27.872 
Plant and equipment. 92.278 117.048 +24.770 
Less depreciation 41.849 59.898 + 18.049 
Ne? property 50.429 57.150 +6.721 
Other assets 5.781 5.275 —.506 
TOTAL ASSETS —__. 149.308 183.395 +34.087 
LIABILITIES 
Notes payable _...._ 2.610 -650 —1.960 
Accts. payable & accruals. 17.229 26.808 +9.579 
Reserve for taxes 3.880 315 —3.565 
TOTAL CURRENT LIABILITIES. 23.719 27.773 +4.054 
Deferred liabilities _..__-__E 467 1.042 +.575 
Minority interest ~ .004 — —.004 
Long term debt 28.490 35.000 +6.510 
Reserves 15.054 14.289 —.765 
Capital 68.747 68.747 — 
Surplus 12.827 36.544 +23.717 
TOTAL LIABILITIES 147.308 183.395 +34.087 
WORKING CAPITAL 69.379 93.197 +23.818 
Current Ratio 3.9 4.3 +.4 
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AMERICAN CAR & FOUNDRY CO. 


LINE NET SALES BARS NET INCOME 
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38. ‘39 40 41 ~~ ’42~°43 
AAR ERTTEE SRIITE 
BUSINESS: One of the two largest builders of freight and passenger 
cars in the United States, and the outgrowth of a consolidation of 
eighteen companies in 1899. Plants of the company are located in 10 
cities, total rated capacity being 62,400 freight cars, 7200 tank cars and 
1025 passenger cars, in addition to 471,600 car wheels. To meet the 
pressure of war demand, more than $13 million of modern facilities were 
constructed during the last few years, swelling total cost of plants and 
equipment to above $85 million, but reduced by depreciation and amor- 
tization to a modest $39 million by 1945. Wartime output of regular 
products and munitions reached a peak of $289 million in 1943, declin- 
ing to $199 million for the year ended April 30, 1945, compared with 
sales of $23.8 million in 1939. 


OUTLOOK: For a decade prior to the war, replacement of equipment 
by the railroads was far below normal, and during war years rolling 
stock has been subjected to severe wear and tear. Nearterm essential 
requirements of the railroads are estimated at 300,000 freight cars and 
many thousands of up-to-date passenger cars. In spite of drastic termina- 
tions of military contracts, ACF reports unfilled civilian orders amounting 
to over $106 million, an increase of $16 million during the past few 
weeks. With the railroads well able to buy equipment, the prospects of 
large volume are bright, and ACF, with enlarged facilities and working 
capital at a peak of $41.5 million should do extremely well. Net earn- 
ings on the common stock last year were $7.19 per share, after payment 
of EPT taxes equal to $25.49 per share, relief from which should widen 
profit margins considerably. Chances for raising the $2 dividend are good. 
COMMENT: The capital structure of ACF favors the common, as no 
funded debt exists and the $30 million of preferred is non-cumulative. 
Because the business is highly cyclical, therefore, is no deterrent to liberal 
treatment of common shareholders when both cash resources and earn- 
ings warrant such a policy, as now appears likely before long. By this 
year end, cash will be increased by tax refunds of $5.8 million, a tidy 
sum compared with $735,000 common dividends distributed in 1944. 


MARKET ACTION: Recent price—60, compared with a high of 67 dur- 
ing 1945 and a range of high 71, iow 15!/4 in 1937. Cyclical influences 
attribute above-average volatility. 


COMPARATIVE BALANCE SHEET DATA 
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($ millions) 
April 30 April 30 

ASSETS 1942 1945 Change 
 _- as initiate 15.940 +.011 
Marketable securities cn _.. 13.607 72.236 +58.629 
Receivables, net — ae 28.766 13.826 —14.940 
Inventories, net — eee 37.354 29.551 —7.803 
Other current assets -268 048 —.220 
TOTAL CURRENT ASSETS 95.924 131.601 +-35.677 
Plant and equipment 84.513 85.616 1.103 
Less depreciation ze 34.221 46.518 +12.297 
Net property _ is 50.292 39.098 11.194 
0 SEEDS 36.085 —9.874 
) . a 192.175 206.784 + 14.609 
LIABILITIES 

Accounts payable and accruals... _ 56.553 90.055 +33.502 
Other current liabilities. —_ — aa — 
TOTAL CURRENT LIABILITIES 56.553 90.055 +33.502 
Advances on government contracts... 31.663 6.192 —25.471 
Long term debt... —_< _— — — 
heanrves Ae Re 13.026 +2.459 
Capital oie _ 60.000 60.000 — 
Surplus pes Serer A ae ee 37.511 +4.119 
TOTAL LIABILITIES . ee 206.784 + 14.609 
WORKING CAPITAL 39.371 41.546 +2.175 





Current Ratio LTE | 1.4 —.3 
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Six Stocks Likely To Pay Higher Dividends 














BORG- WARNER CORP 
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BUSINESS: Organized in 1928 as a consolidation of several concerns 
making motor parts. Through subsequent acquisitions the company has 
since broadened its activities on a large scale, by this method and by its 
own initiative increasing diversification to include over 300 products, and 
with volume normally divided rather equally between items for the motor 
industry and consumer durables. So important have become these various 
activities that for efficient operations the company has established more 
than twenty separate divisions to handle the rapid growth in its business. 
During war years more than 80% of output has been of a military char- 
acter but not widely differing from regular products; thus reconversion 
problems, while substantial, may not be regarded as unduly expensive. 
OUTLOOK: Both as regards parts for automobiles and the numerous 
household appliances, such as Norge refrigerators, demand promises to 
be lively for several years to come. Prewar experience in different markets 
capable of absorbing the company's many durables produced on envi- 
able record of sustained earning power, and since 1928 the dividend 
record has remained unbroken. As above-average volume, compared 
with prewar, is predicted by the company, earnings less restricted by 
EPT, the latter tax equalling $11.57 per share last year, should become 
promising. Working capital has soared to a current level of $43 million 
against $19.7 in 1938, so the company has an excellent financial posi- 
tion, when it comes to consideration of dividends, and no senior issues 
precede the common stock. 

COMMENT: With final net amounting to $3.42 per share in 1944, divi- 
dends of $1.60 per share appear highly conservative, all considered. At 
a recent price of 51, the yield of 3.2% might not seem attractive, but 
company policies have led to the declaration of extras in seven out of 
eight immediate prewar years, such payments averaging 40 cents per 
share. As it will no longer be necessary to build up reserves for postwar 
contingencies or for accelerated amortization, chances are above average 
that payment of extras may be resumed before very long, thus enhanc- 
ing the yield. As a matter of fact such extras could become progressively 
more frequent or larger in amount. 

MARKET ACTION: Recent price—5!, compared with 1945 high of 5234 
and a range of 83!/, high, 72!/, low in 1937. Cyclical character of the 
industry imparts considerable volatility. 


COMPARATIVE BALANCE SHEET DATA 

















($ millions) 
ec. 31 June 30 

ASSETS 1941 1945 Change 
Cash .. 10.044 50.266* +40.222 
Marketable securities : . 7.058 6.315 —.743 
Receivables, be ee : ; . 12.754 21.446 +8.692 
Inventories, . 24.105 26.787 +2.687 
TOTAL CURRENT “ASSETS... . 53.961 104.814 +50.853 
Plant and equipment .. 25.509 31.011 +5.502 
Less depreciation .... . 9.703 17.334 +7.631 
Net property : .. 15.806 13.677 —2.129 
eS eae a - 30a9 9.542 +5.803 
TIAL Assets ee 73.506 128.033 +54.527 
LIABILITIES 

Accounts payable and accruals... come 9,096 17.530 +8.434 
Reserve for taxes 15.326 33.910 + 18.584 
Advances on government contracts... = —— 9.926 +9.926 
TOTAL CURRENT LIABILITIES... . 24.422 61.366 +36.944 
Deferred a -070 065 —.005 
ae ———» ae 8.466 +5.117 
Capital . — 12.310 12.310 —— 
Surplus — 33.355 45.826 + 12.471 
TOTAL LIABILITIES _. we 73,506 128.033 +54.527 
WORKING CAPITAL ae We 43.448 + 13.909 
RN nc ee. ee 1.7 —5 


*—Includes $8.5 mill. adv. on gov't contracts. 
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Six Stocks Likely To Pay Higher Dividends 





NATIONAL STEEL CORP. 


LINE = NET SALES BARS NET INCOME 
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BUSINESS: Among steel producers in the United States, National Steel 
ranks sixth. In 1929 the company was incorporated to consolidate several 
established concerns, including the Weirton Steel Co., the Great Lakes 
Steel Co., and several former subsidiaries of M. A. Hanna Co., owning 
ion ore mines, a fleet of vessels on the Great Lakes and facilities to 
make pig iron. Subsequently, the Michigan Steel Corporation of Detroit 
was acquired, as well as the Stran-Steel Corporation, the latter one of 
the largest makers of light metal framing for homes. To effect complete 
integration, National more recently bought large acreages of coking coal 
in West Virginia and the entire stock of a coal concern in Kentucky. 
Operations have been consistently successful, with an unbroken record of 
dividends since 1930. 


OUTLOOK: The approaching automobile boom will benefit National, 
due to the strategic location of two of its plants in Detroit. In prewar, 
about 30% of sales went to the automotive industry, and demand for 
the lighted types of steel in which the company specializes, including 
sheets, strips, bars and structural steel will come from a long list of 
diversified industries. While heavy charges for amortization and depre- 
ciation plus excess profit taxes have tended to restrict earnings somewhat 
during war years, in spite of a peak volume around $250 million, profit 
margins should widen again when these burdens are eased. Chances are 
also good that OPA may grant a further increase in steel prices. In 
recent months the company retired $14.5 million long term debt, reduc- 
ing annual sinking fund charges by $1.2 million. 


COMMENT: With only $40 million 3% bonds and no preferred stock, 
the common has an interesting status as to earnings. Working capital of 
$65.9 million has almost doubled since 1937 and will be further en- 
hanced by tax adjustments. The company has always treated its share- 
holders generously and due to its strong position is likely to increase the 
current $2 dividend, should net earnings be well sustained, as is possible. 
The current price of around 82 for the stock permits a yield of only 2.5%, 
but this may improve if and when distributions become more liberal. 


MARKET ACTION: Recent price—82, a high for the year, compared 
vith a 1939 range of high 109%, low 92!/2. Due to the company’s excel- 
lent record, volatility of the stock has been below average. 


COMPARATIVE BALANCE SHEET DATA 


($ millions) 
ec Dec. 31 

ASSETS 1941 1944 Change 
Cash 18.323 40.820 +22.497 
Marketable securities 1.525 oa —1.525 
Receivables, net 15.573 18.458 +2.885 
Inventories, net 35.705 36.363 +.658 
TOTAL CURRENT ASSETS 71.126 95.641 +24.515 
Plant and equipmen 250.885 274.784 + 23.899 
Less depreciation 87.151 123.796 + 36.645 
Net property 163.734 150.988 —12.746 
Other assets 13.690 17.252 +3.562 
TOTAL ASSETS 248.550 263.881 +15.331 
LIABILITIES 

Notes payable 2.964 3.735 +.771 
Accounts payable and accruals 18.493 22.868 +4.375 
Reserve for taxes 10.663 3.045 —7.618 
TOTAL CURRENT LIABILITIES 32.120 29.648 —2.472 
Short term debt 431 .326 —.105 
Long term debt 60.500 54.500 —.000 
Reserves 5.202 14.197 +8.995 
Capital _.. 54.866 55.160 +.294 
Surplus 95.431 110.050 +14.619 
TOTAL LIABILITIES 248.550 263.881 + 15.331 
WORKING CAPITAL ee 65.993 +26.987 
Current Ratio . : eS 3.2 +1.0 
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BUSINESS: One of the leading makers of tractors and farm equipment, 
additionally producing an extensive line of electrical and heavy indus- 
trial machinery. Normally the bulk of sales consists of agricultural items, 
with other machines contributing about 40%. Origin of the business dates 
back to 1842 and through numerous acquisitions from time to time it has 
expanded into a company with total assets of $213 million. As a result 
of these mergers, production is highly diversified, and while the business 
is sensitive to cyclical swings, deficits occurred during only three depres- 
sion years, and dividends have been paid regularly since 1936. Allis- 
Chalmers maintains sales offices in 59 cities throughout the United States 
and is widely represented in foreign countries by subsidaries or agents. 


OUTLOOK: Although military demand, largely for the company’s regu- 
lar products, swelled volume to a peak of $379 million in 1944, civilian 
requirements promise to sustain sales at far above prewar levels to 
offset the termination of military contracts. In 1940, when volume was 
only $87 million, net earnings per share of common were $3.23 com- 
pared with $4.77 in 1944, illustrating the impact of wartime taxes and 
tight pricing. EPT alone amounted to $20.58 per share last year, and 
after the transitional period, some measure of tax relief should impor- 
tantly widen profit margins for this company. Dividends in war years 
have been held to about a third of net and in view of the promising 
outlook could easily be increased. 


COMMENT: Net working capital at the beginning of the current year 
had risen to $104.7 million, more than double the $49.6 reported in 
1939, and during 1945 should show further expansion. Postwar tax refunds 
alone will bring in $3.6 million cash. Easy money market conditions in 
1944 enabled the company to retire all its funded debt through the sale 
of 296,000 shares of 4% preferred stock. 


MARKET ACTION: Recent price—53, compared with a 1945 high of 54 
and a range of high—83!/2, low—34 in 1937. As the industry is highly 
sensitive to cyclical influences, the stock has above average volatility. 


COMPARATIVE BALANCE SHEET DATA 


($ millions) 
Dec. 31 Dec. 31 

ASSETS 1941 1944 Change 
Cash . 7.666 51.331 + 43.665 
Marketable securities —— 7.300 +7.300 
Receivables, net 22.573 24.131 + 1.558 
Inventories, net 51.229 87.145 +35.916 
TOTAL CURRENT ASSETS 81.468 169.907 +88.439 
Plant and equipment 57.082 56.093 —79 
Less depreciation 21.542 26.305 +4.763 
Net property 35.540 29.788 —5.752 
Other assets 13.618 14.198 + .580 
TOTAL ASSETS 130.626 213.893 +83.267 
LIABILITIES 

Notes payable 4.500 — —4 500 
Accounts payable and accruals 10.426 28.363 + 17.937 
Reserve for taxes 11.466 15.963 +4.497 
Other current liabilities 5.197 20.826 + 15.629 
TOTAL CURRENT LIABILITIES 31.589 65.152 +33.563 
Long erm debt 22.750 40.000 + 17.250 
Reserves . 2.696 8.995 +6.299 
Capital ._ 54.965 72.726 + 17.761 
Surplus 18.626 27.020 +8.394 
TOTAL LIABILITIES 130.626 213.893 +83.267 
WORKING CAPITAL 49.879 104.755 +54.876 
Current Ratio ck! 2.6 +.1 











FOR PROFIT AND INCOME | 


Resistance Levels 

The party is getting quite bois- 
terous in some stocks—perhaps 
fittingly so in liquors. Yet a con- 
siderable number of previous par- 
ticipants have gone to sleep, as 
if enough of a good thing were 
enough; at least until it can be 
slept off a bit. Up over 25 points 
since late July, “the Dow” has 
a tentative tired look as we write. 
The professionals have their fin- 
gers crossed, doubting it can get 
above, if even to, the 1937 high 
(now only some 9 points away) 
before a considerable reaction. 
The 1937 peak in the Dow indus- 
trials is a psychological barrier, 
though relatively few people are 
actually hung-up in stocks at that 
level, both because the market 
was at it but a short while and 
because hundreds of stocks are 
already above it. “The Dow’ is 
behind the market. Our index of 
290 stocks passed its 1937 high 
months ago. We note that just to 
keep the record straight; and do 
not argue it is sensible to get 
more and more bullish, the higher 
prices go. It isn’t. 


Seasonal Tendencies 

Excepting for traditional late- 
December-early-January advance, 
which often has been small, sea- 
sonal tendencies in the late weeks 
of the year have not been bullish 
on an average. There is a fairly 
consistent record of highs being 
made either in the second half of 
October or the first half of No- 
vember, and not being thereafter 
surpassed for some time. 


An Attractive Oil 


After lagging for many months, 
for reasons we have discussed 


72 


here before, selected oils have re- 
cently met with much improved 
demand, some at new bull market 
highs by a moderate margin. 
There is not any doubt that it 
will be some time before peak 
wartime earnings are regained, 
but despite this the action of the 
market clearly reflects an invest- 
ment consensus, not hastily ar- 
rived at, that on a relative price 
basis the oils are now attractive. 
It can be conceded that on aver- 
age long-term profits, price-earn- 
ings ratios in most cases are 
within reason, rather than ex- 
treme. Among oils, this depart- 
ment would rate Atlantic Refin- 
ing as one of the most attractive 
speculative investments. There 
have been heavy special charges 
in recent years incident to the 
transformation of the company 
from a refiner to an integrated 
unit, rich in crude oil reserves. 
Without those charges, earnings 
last year would have been $8.08 





Sie. 






a share, against $5.30 reported; 
and would have averaged nearly 
$6 a share for the past five years. 
It has much larger oil output per 
share than such highly regarded 
oils as Continental, Phillips, Shell 
Union or Union Oil of California. 
Now around 38, in market price 
per barrel of oil produced it is 
one of the cheapest oils. 


Looking Ahead 

In making portfolio changes at 
the present advanced market 
level, a primary object should be 
to improve quality and reduce 
risk. Many stocks look high to 
this department and none can be 
considered immune to reaction. 
Looking ahead six months—since 
that’s the dividing line on capital 
gains subject to minimum taxa- 
tion—it is increasingly hard to 
find attractive values for current 
purchase. Where is one most 
likely to find them? Probably 
among companies reasonably cer: 








INCREASE IN EARNINGS SHOWN IN RECENT REPORTS 








Latest Year 
Period Ago 
Mathieson Alkali Works 9 mos. Sept. 30 $ .96 $ .85 
Federated Department Stores... Year Aug. 4 4.32 3.50 | 
Royal Typewriter Year July 31 1.12 74 | 
Squibb (E, R.) & Sone............ Year June 30 4.11 3.98 
Argus, Ine. Year July 31 719 64 
Allied Stores .. 12 mos. July 31 3.89 3.21 
Grand Union Co. aa Sait atest le 6 mos. Sept. 1 1.44 1.10 
SLL fC LA a ee cgneien een ee ee etna ee 6 mos. June 30 2.78 2.36 
Krueger Brewing ... oad 6 mos. July 31 85 .68 
Amer. Tel. & Tel. ard Subs... scccsccsssees 12 mos, Aug. 31 9.13 8.95 
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tain to have much larger per 
share earning power six months 
hence than they have now — 
provided the stocks are not yet ex- 
cessively priced on such prospec- 
tive earnings. There are two re- 
quirements: continuing high vol- 
ume of sales and major gain from 
excess profits tax relief. On this 
basis, certain issues (many of 
them previously recommended 
here) are still not over-priced. 
We think this applies, for ex- 
ample, to Marshall Field, Feder- 
ated Department Stores, Byron 
Jackson, American Tobacco, Cel- 
anese and Industrial Rayon, Al- 
lied Stores, Columbia Broadcast- 
ing, Firestone Tire, Goodrich, 
McKesson & Robbins, Anchor 
Hocking Glass, Armstrong Cork, 
Bristol-Myers, Burlington Mills, 
Champion Paper, Dixie Cup, 
Sutherland Paper and Walgreen. 
s, Shell] Of course, these stocks can react 
lifornia,| 2 coming weeks or months, but 
ot price} excellent interim earnings for the 
d it is fst reporting periods of 1946 
are something to bank on. 
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Behind the Market 


inges alf Just recently Deere has begun 
market} to meet with increased demand, 
ould bef after long being a laggard. It got 
reduce} to 43 as early as 1943, added only 
high to}27% points to that figure at the 
can be} 1944 high of 45% and bettered 
eaction} the latter figure by only 15% 
s—Sinctf points at this year’s high to date 
capitall of 4714. Of course, one might 
mn taxa} wonder if “something is the mat- 
hard tof ter,” but it is not visible on analy- 
curren'} sis. On indicated volume, with tax 
e mos'} relief, earnings should be a mini- 
‘robabl¥fmum of $5 a share. Since 1936, 
bly cerfbook value has increased from 
less than $15 a share to over $40, 





with a tremendous gain in work- 
ing capital and cash items. The 
stock looks reasonable, and prob- 
ably has just been a “sleeper.” 
There have been others. For in- 
stance, Underwood, Timken Roller 
Bearing and U. S. Pipe & Foun- 
dry have quite recently had large 
advances, after getting nowhere 
to speak of for a great many pre- 
vious months. It’s the theory of 
relativity (or perhaps rotation) 
at work. Maybe Deere is about to 
join the big parade, if the parade 
lasts a while longer. 


The Rails 

Whether rails can make the 
grade and climb above their pre- 
vious bull market high (63.06 last 
June 25) is a moot question of 
keen interest to those faceless 
being whom financial writers call 
the “chart students” or the “tech- 
nicians.” If so, Dow Theory will 
term it “reaffirmation” of the 
general bull trend. But it can 
carry no guarantee. Sizable reac- 
tions have been known to begin 
when rails fail to confirm a rise 
in industrials —also just after 
rails did confirm a rise in indus- 
trials. 


The Good Ones 

Speaking of rails, it is to the 
good—whether it has prophetic 
significance for the rail average 
or not —that the highest-grade 
issues have been meeting with 
the strongest demand. Thus, such 
stocks as Chesapeake & Ohio, 


Louisville & Nashville, Great 
Northern, Norfolk & Western, 


Virginian, and Union Pacific have 
recently pushed up to new bull 
market highs. Atchison, though 





———— 

ae DECLINE IN EARNINGS SHOWN IN RECENT REPORTS 
Ago | Latest Year 
$ 85 | Period Ago 
3.50 Hayes Industries Year July 31 $1.98 $2.45 
74 | Waukesha Motor Year July 31 1.52 2.23 
3.98 Transue & Williams 9 mos. Sept. 30 1.79 2.28 
64 Eagle-Picher Co. ........... 9 mos. Aug. 31 1.24 1.65 
39] Wayne Pump . 9 mos. Aug. 31 Pd . 1.81 
1.10 Atlantic Coast R. R. 8 mos. Aug. 31 8.43 11.73 
2.36 Pacifie Mills .... 9 mos. Sept. 29 3.17 3.33 
.68 MacAndrews & Forbes... 9 mos. Sept. 30 E2) 1.26 
8.95 New York Airbrake.................... 9 mos. Sept. 30 2:15 2.87 
Reliable Stores 12 mos. Sept. 30 1.80 2.49 
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still moderately under its previ- 
ous high, has been well bought. 
Good earnings and _ dividends 
have considerable influence, and 
are comfortable things to bank 
on. These rails have them. Not 
only that. They offer more genu- 
ine values than many over-bulled 
industrials. Very few industrials 
can match the excellent dividend 
records, maintained since 1929 
and even in such bleak years as 
1932, of such roads as C. & O., 
Norfolk & Western and Union 
Pacific. Their dividends, over the 
longer term in the present fa- 
vorable business cycle, are more 
likely to go up than down. 


May Department Stores 

In our September 29 issue, we 
listed earnings of the May De- 
partment Stores Company for the 
twelve months ended July 31 as 
$2.34 per share, as compared with 
$4.14 in the previous year. While 
these figures represent the earn- 
ings as reported for the respec- 
tive periods, the comparison fails 
to take into consideration the 
stock split-up made earlier this 
year which virtually doubled the 
number of shares outstanding. 
Thus on a comparative basis, the 
company’s earnings actually show 
an increase, to $2.34 from last 
year’s $2.07 per share on basis 
of the number of shares now out- 
standing. 


Earnings 

As frequently happens, the 
first of the third quarter earnings 
reports to be issued were those 
of American Telephone and 
Mathieson Alkali. They were 
quite satisfactory, but do not set 
any pattern. When enough re- 
ports are in to make an adequate 
sample, it will be found that re- 
sults have been quite mixed, with 
total profits down a bit from the 
second quarter. Only about half 
of the quarter was “postwar.” In 
this period, and much more so in 
reports for the full year, compli- 
cated “accounting adjustments” 
will ride high, wide and hand- 
some. The writer has an idea that 
the market will not pay much at- 
tention to reports during the rest 
of the year, partly because it is 
more interested in 1946 possibili- 
ties, partly because the reports 
will be so snarled up in special 
“credits.” “charges,” “reserves,” 
“refunds,” etc. The war has not 
vet ended in company accounting. 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


Wh = 


addressed envelope. 


- Give all necessary facts, but be brief. 


- Confine your requests to three listed securities; one request per month. 
- No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


§. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





Pacific Gas & Electric 

I am considering the purchase for in- 
come of 50 or 100 shares of Pacific Gas 
& Electric Co. at $40.00. 

Do you recommend this purchase, and 
do you think the present dividend rate se- 
cure. I am 74 years old and do not wish 
to take any more speculative risks than 
are necessary. 

—M. H., Redlands, Calif. 

Pacific Gas & Electric Company 
provides electricity and natural 
gas in an important agricultural, 
manufacturing and distributing 
area in Northern and Central Cal- 
ifornia, which includes cities of 
San Francisco, Oakland, and Sac- 
ramento. About 71% of gross rev- 
enues derived from electric sales, 
28% from gas. 

Late in 1944 and early this year 
the company refunded two sizable 
bond issues. Giving effect to this 
financing, capitalization now con- 
sists of $296.3 million of mort- 
gage debt, $106 million of 6% 
Preferred stock (par value $25) 
$29.3 million of 514% first pre- 
ferred (par value $25) $10 million 
5% preferred (par value $25) all 
non-callable, and $156.5 million of 
common stock. 

Earning power has been notably 
uniform for this company. Com- 
mon share earnings averaged 
$2.47 over the last nine years. 
The rate of earnings over coming 
months is expected to change lit- 
tle from the $2.17 a common 
share for the 12 months through 
March 1945. The $2.00 dividend 
appears safe, and this common 
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stock is recommended for the 
very excellent yield of 5%. This 
better grade utility is particularly 
suited for the conservative in- 
vestor. 


Two Preferred Stocks with 
Good Yields 

I have recently sold my home and now 
have $10,000 to invest. IT want to rebuild 
another home in three years. Can you rec- 
ommend two preferred stocks that will net 
4% or better. 

—G. C., St. Louis, Mo. 

For the funds you have avail- 
able, we recommend the following 
two preferred stocks for their 
better than average income yields. 

Columbia Gas & Electric 6% 
Pfd. Series “A” earned in each of 
the past three years about $14.00 
a share. This stock is subject to 
call at 110. At current market price 
of 104 the yield is about 5.8%. 

Stokely Van Camp, 5% Prior 
Preferred stock, earned $9.36 a 
share for the year ended May 31, 
1945 compared with $8.55 a share 
in the same period of the previous 
year. Annual dividend rate is 
$1.00. Stock is currently selling at 
2014 which is near the call price 
of 21, and yields close to 5%. 
Stokely Van Camp are processors 
of foods and a pioneer in the 
frozen food industry. 

Prospects for these two com- 
panies continue favorable. 





Please do not telephone but 
send your inquiries by mail. 
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United Wallpaper, Inc. 

What are the prospects for United Wall- 
paper now? I own 850 shares and it is cur. 
rently selling at 634. Will the stock go 
higher with a better pulp supply? Shall | 
sell at present market or hold for further 
appreciation? 

—N. F., Schenectady, N. Y. 

United Wallpaper, Inc., and do- 
mestic subsidiaries (stock traded 
in the New York Curb Exchange) 
reported net sales of $16,327,390 
in the fiscal year ended June 30, 
1945. This compares with $14, 
196,748 in the previous year. 
Earnings per common __ share 
amounted to 42c a share com- 
pared with 41¢c a share in 1944. 
William H. Yates, president ad- 
vises shareholders that the com- 
pany does not anticipate serious 
conversion problems. He said the 
munitions plant built during the 
war was designed for easy con- 
version to certain wallpaper oper- 
ations. 

The plant should be in produc- 
tion within the next 60 days. Al- 
though paper restrictions have 
been lifted, no new wallpaper de- 
signs may be expected earlier 
than July 1946. This is to permit 
the immediate manufacture of pa- 
per to replenish stocks of the 
firm’s distributors. 

The company has disclosed that 
after nine years of research, a 
secret formula has been developed 
for a stainproof wall covering 
which, it is believed, may make a 
radical change in the _ interior 
treatment of many homes and 
buildings. It is planned to an- 
nounce this new product within 
the next few months. 

To obtain a wider field for the 
products of Trimz Co., Inc., a 
wholly owned subsidiary, direc- 
tors have entered the Canadian 
market, and Trimz Co. of Canada, 
Ltd., was formed early this year. 
United Wallpaper enters the post- 
war period with no funded debt. 

Its line of bank credit has been 
almost doubled by the banks from 
which normal borrowings are 
made. A V-loan of $1 million is 
more than ample to cover any 

(Continued on page 102) 
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Dealers handling the new Kaiser-Frazer automobile will also be given an 





opportunity to handle the Graham-Paige line of farm tractors and rotor tillers. It 
is reported that the latter company has a contract for 10,000 diesel-powered trac- 
tors from France. 

Favored by good weather and an increased supply of cane, Cuban sugar crop is 
expected to be substantially larger in 1946. This will be good news for soft drink 
companies, bakers, etc. 

Borg-Warner will spend between $20 million and $25 million for new plants 
and equipment over the next two years. Company expects demand for its major prod- 
ucts to be 35% to 50% above pre-war levels. 

It is reported that the French government will purchase 500 more locomotives 
in the United States. Previously 700 locomotives were ordered. Baldwin Locomotive, 
American Locomotive and Lima will probably share this business. 


Pullman-Standard Car Mfg. Co. has announced the completion of the body frame 
of the nation's first postwar lightweight railroad passenger car. Company has 
orders for 654 of these cars on its books and present backlog totals $106 million. 

Stockholders of Van Raalte Co., will be granted the privilege of purchasing 
one box of nylon hosiery, consisting of three pairs, at the wholesale price of $2.94 
for the box. 

Russia has dismantled the Eastman Kodak plant in Germany and taken away all 
movable equipment. The company, however, wrote this plant off its books some time 
ago. 























Abitibi Power & Paper will make another distribution of interest on its 
first mortgage bonds. Payment will be made December 1, and will be at the rate of 
$91.16 per $1,000 bond, in Canadian funds, equivalent to $82.50 U.S. funds. 

Purchase of Compania Roncarioca Destileria, producer of the popular Rum 
Carioca, has been announced by Schenley Distillers. 

American Can predicts that demand for coffee cans over the next twelve 
months will be 75% greater than the company's last prewar year's production of 400 
million. 

According to John L. Collyer, president of B. F. Goodrich, the rubber indus- 
try in the final quarter of this year will be turning out passenger car tires at the 
rate of 45 million annually. The 1946 goal is 66 million compared to 50 million in 
1940. 








Sylvania Electric Products has developed a new type rough service fluores- 
cent lamp and auxiliary suitable for use in Subway cars, street cars and other 
public vehicles. These lights will be installed in new cars of the New York City 
Transit System. 

Forticel, believed to be the first new plastic ready for commercial use 
Since the war, has been announced by the Celanese Corp. of America. The company 
claims for this new product qualities and special mechanical and physical properties 
which give it an advantage over other plastics in many commercial applications. 

American Viscose is reported to have developed a new yarn which will offer 
effective competition to nylon. Many new developments are predicted in the field of 
Synthetic textiles. 
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Stockholders of Sears Roebuck recently approved a four-for-one split of the 
company's shares. 

It is rumored that R. H. Macy may be seeking a stock interest, if not con- 
in Carson Pirie Scott & Co., Chicago department store. 

The latest innovation in the distribution of frozen foods is the installa- 
tion of a frozen food locker service in apartments. A large Chicago apartment rents 
these lockers to tenants for $2 a month, and the unit has been rented at capacity 
since its installation. 

International Harvester is planning to spend more than $100 million to ex- 
pand its manufacturing facilities. Company's farm implement plants are reported to 
be producing peace-time products at 90 per cent of capacity, while motor truck 
plants are at about 65 per cent of capacity, owing to manpower shortage. 

Gimbel Bros. will test out the value of television as a means to 
merchandise sales. The experiment will be conducted in the Philadelphia 
the slogan: "Save time, save steps -- shop by television." 

Sales of Monsanto Chemical this year will set a new high record. A gain in 
first half sales of nearly 25% is counted on to more than offset a decline in the 
final six months. 

Westinghouse Electric will be in the market with a new type automatic dish- 
washer, as well as a home garbage disposal unit which grinds all waste so fine that 
it may be washed through the regular drainage system. Both items are expected to be 
priced within the means of the average home owner. 

Despite cancellations and adjustments in orders booked in this and prior 
years, General Electric is reported to have a backlog of unfilled orders amounting 
to nearly $500 million. 

The bomber plant of North American Aviation at Kansas City, Mo., has been 
leased by General Motors for five years. Company will use it to assemble Pontiac, 
Oldsmobile and Buick cars. 

Sales of Cook Paint & Varnish will set a new high record for the year to 
November 30. In the first nine months sales showed a gain over last year of nearly 
19 per cent. The bulk of company's war work had been completed prior to V-J Day. 

Rumor has it that Tobacco Products is planning to ask stockholders’ approval 
of a plan of recapitalization to permit declaration of a dividend. Last payment was 
in 1941 when 35 cents was declared. 

Hercules Powder reports that demand for its products necessitates capacity 
operations in most of its departments. Company plans to spend $30 million in the 
next three years in expanding facilities. 

Recent reports place unfilled orders of American Brake Shoe at $25 million. 
New bookings are largely offsetting cancellations of war business. 

Announcement has been made by Western Union that arrangements have been com- 
pleted for the use of the Armstrong frequency modulation inventions in the develop- 
ment of a telegraph radio relay system. 

The Airtemp division of Chrysler is planning to expand facilities in Dayton, 
Ohio, and will spend $10 million in the erection of a modern plant. 

Hearings on the proposed sale of Pullman Inc.'s sleeping car facilities to 
Otis-Young-Kirby interests are scheduled for Nov. 5. At one time it was thought 
that perhaps the railroads might be interested in acquiring the facilities but more 
recent reports indicate that most carrier executives would prefer to have them oper- 
ated as a separate company. 

Army Transportation Corps reports that the nation's railroads handled more 
than nine-tenths of all Army transportation, and were the most important factors in 
handling the movement of munitions and military freight. Between Pearl Harbor and 
June of this year, nearly 32 million soldiers were transported, according to a re- 
cent issue of the Cleveland Trust bulletin. 

Bendix Aviation has developed a high frequency radio for use on railroad 
trains. Some twenty roads have conducted tests and several have placed orders for 
this equipment. 
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With strikes still retarding reconversion, the 
nation’s physical volume of Business has receded 
on additional 3% since our last issue to a level 
about 7% below last year and midway between 
1942 and 1943 at this time. Decline thus far from 
the all-time high touched in the week ended May 
2% has been around 11%. On a per capita basis, 
business activity is now less than 2% above where 
itwas at this time in 1942. 


* * 


Principal industries directly affected recently by 
strikes include oil refining and bituminous coal 
mining where production stoppages have indi- 
rectly forced contraction in steel operations and 
carloadings. The foremen’s strike at soft coal mines 
has cost an overall loss of about 50% in daily 
output of that fuel. 

x * 


Thus far this year Anthracite Coal production 
has not been afflicted with labor trouble. Should 
the industry escape contagion from its stricken 
bituminous brother, it is expected in the trade 
that, within two months, there will be an embaras- 
sing surplus of anthracite on hand. With this pros- 
pect in mind, anthracite operators who are nor- 
mally firm in their dealings with labor would 
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SUMMARY 


MONEY AND CREDIT—Taxes—cor- 
porate, individual and excise—will be 
somewhat lower next year. July offer- 
ings of new corporate securities at 16- 
year high; but only 20% of total was 
for new capital. 


TRADE—Despite strikes, war plant lay- 
offs and victory celebrations, retail store 
sales in August were 5°% above last 
year; while department store sales in 
week ended Oct. 6 were up 11% — 
same increase as for year to date. 


INDUSTRY — Accelerated by strikes, 
per capita business activity has 
dropped to within 2% of 1942 level at 
this time; but eventual settlement of 
present and impending labor trouble 
will probably end the slump. 


COMMODITIES—Potentially huge ex- 
port demand, inflation talk and House 
sentiment favoring the Pace bill to in- 
clude cost of farm labor in the parity 
price formula lift spot and futures in- 
dexes to new heights. Low ceilings 
blocking imports of several scarce com- 
modities. 
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Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK | —— 
Date Month Month Ago Harbor an 

MILITARY EXPENDITURE (tf) $b Oct. 10 1.12 1.06 1.53 0.43 (Continued from page 97) INDU 
Cumulative from Mid-1940. 1 saints aon —_ nat probably be especially obdurate about yield; “0 

to further demands if presented in the near fut Nor 

FEDERAL GROSS DEBT—Sb Oct. 10 261.7 261.9 209.6 55.2 ears CARL 

Strikes are a temporary nuisance. Their incoj -e 

MONEY SUPPLY—S$b venience to business and to the public is bal Gra 
Demand Deposits—101 Cities___ Oct. 10 39.1 38.8 =; os enough while it lasts; but not so bad yet, at lea 
Currency in Circulat Oct. 10 28.0 _ ; : as in 1919 when there were 3,630 strikes involvis HEC. 

4,000,000 workers. And our population then wa SOFT 

BANK DEBITS—13-Week Avge. 25% lower than now when only 500,000 are g _ 
New York City—$b.._ Oct. 10 6.22 6.25 5.34 3.92 | strike. Since the speed of this interim reconversiq sin 
100 Other Cities—$b..._____ Oct. 10 7.24 7.30 7.23 5.57 recession has been abnormally © accelerated J PETR( 

strikes, the eventual settlement of present and ig Cruc 

INCOME PAYMENTS—Sb (cd) July 13.52 14.40 12.93 8.11 | pending labor trouble may well end the declin a 
Salaries & Wages (cd)... July 9.36 9.57 9.28 5.56 * * * Hea 
Interest & Dividends (cd)..__ July 0.94 1.85 0.91 0.55 
Farm Marketing Income (ag)__ July 1.87 1.53 1.60 1.21 Despite strikes, war plant layoffs and vice LUMB 
Includ'g Govt. Payments (ag) July 1.97 1.55 1.65 1.281 celebrations, Retail Store Sales in August w Stoc 

5% ahead of the like period last year; while tN sree 

CIVILIAN EMPLOYMENT (cb)m Sept. 51.3 535 54.0 52.6 | Partment Store Sales, in the week ended Oa.§ Cum 

Agricultural Employment (cb) Sept. 9.0 9.0 93 8.9 | were up 11% compared with the nearly equlenGit 
Employees, Manufacturing (Ib) Aug. 13.8 14.1 16.0 13.6 gains of 10% for four weeks and 11% for the ya AW 
Employees, Government (Ib)_— Aug. 5.9 5.9 5.9 AS) | snidote. Cum 

UNEMPLOYMENT (cb) m Sept. 1.7 0.8 0.7 3.4 * * * wsce 

A decline of something less than 10% in a oat 

FACTORY EMPLOYMENT (Ib4) Aug. 142 146 166 147 loadings during August, as compared with the li Foot 
— —. RAN ae e- 4 > - 4 month last year, resulted in a drop of nearly ISB Hid, 

on-Vurable Goods _........ Aug. in Net Income reported for that month § Ciga 

FACTORY PAYROLLS (1b4) july 287 303 332 196 Class | Railroads. The slump would have be _Whi 

worse had it not been for the tax cushion. T a 
poe eng & WAGES (ib) ~— re oe wie i rong tax bill in August was only $107 mill eerce 

Hourly Wage (conts)_| July a. - 6s | Oe ee ee «Oe 

Weekly Wage ($) _._ July 45.42 46.34 45.43 31.79 | August, 1944. Net income for eight months, h ai 

ever, totaled $445 million—only $2 million un i 
the like period last year. Rail traffic will pick 

PRICES—Wholesale (ib2) Oct. 6 105.2 105.0 103.9 92.2 | again as reconversion gains momentum. - 
Retail (cdib) July 142.4 142.1 138.2 116.1 

* * * 

COST OF LIVING (Ib3) hee 129.2 129.4 126.4 110.2 The Railroads are asking the |. C. C. not tel 
Food Aug. 140.9 141.7 137.7 113.1 quash the 10% freight rate increase which ¢ CC 
Clothing Aug. 146.2 145.7 146.2 113.8 far has been merely suspended until next Mard 
Rent Aug. 108.3 108.3 108.2 107.8 The real reason back of this request is probably x _ 

leave the door open for the increase should i 4 Air 

RETAIL TRADE $b rail unions obtain a substantial part of wage #5 Am 
— — Sales (cd). Aug. 6.15 5.76 5.79 4.72| creases already demanded. 13 Au 

urable Goods _.____ Aug. 091 089 084 41.14 2 Au 
Non-Durable Goods —___ Aug. 5.24 4.87 4.95 3.58 se 3 Bal 
Dep't Store Sales (mrb)._ Aug. 0.47 0.44 0.46 0.40 3 Bus 
Retail Sales Credit, End Mo. (rb2) Aug. 2.15 oN7 2.04 5.46 The Senate has voted to discontinue after O¥ 2 Bus 
1, 1946, the railroad Land Grant Rates on Gof 4 Che 

MANUFACTURERS’ ernment traffic. The measure now goes to conlq 4 Cor 
New Orders (cd2)—Total__.__ July 277 296 314 212 ence and will undoubtedly become law. Contd 5 - 

ae Wh, m4 m4 pad po sions made by the railroads under land gt § Co, 

Shipments (cd3)—Total sd 237 268 263 183 rates have been estimated to aggregate arou oe 
Datla ears cc July 304 355 373 220 $125 million annually. Principal beneficiaries he 
Non-Durable Goods —____ July 190 207 187 155 their repeal would be western transcontinental cf > Fin, 

riers and a few southern roads. 1 Foc 

BUSINESS INVENTORIES, End Mo. * 28 2 Foc 
Total (cd) —$b July 26.6 26.6 27.4 26.7 4 Furi 

ee ae CEE, ee ce Cc ye — Net earnings reported by the Utilities ia 
Retailers’ July 6.6 6.6 6.2 ae seven months were about even with the like peri New 
Dept. Store Stocks (rb)—I___ July 190 181 165 139 last year; but are estimated to have declimf—New 








——— 











To 
THE MAGAZINE OF WALL STRE 











PRODUCTION AND TRANSPORTATION 










































































































































Latest Previous Pre- 
P in . i - Year Rise PRESENT POSITION AND OUTLOOK 
ate ont ont Ago arbor 
LOOK 
ver ACTIVITY—i—pc Oct. 6 145.9 147.7 157.7 141.8 , 
(M. W. S.)—I—np_ Oct. 6 157.6 159.6 168.2 146.5 Continued from page 98) 
INDUSTRIAL PROD. (rb) —Ii—np Aug. 188 211 232 174 around 10% in August. Should the decline be 
ub yield He ee Aug. 141 143 142 133 accelerated, it may somewhat more than offset ex- 
| urable Goods, Rory e A ee Aug. 243 292 348 215 ; : 
willinive: tl, i. ... pi 158 166 168 tal ing reductions by Congress in corporate tax 
__ | levies. 
CARLOADINGS—t—Total Oct. 6 768 832 877 833 sa 
a Manufactures & Miscellaneous... Oct. 6 347 362 401 379 
Ow ee dee. LCL. Oct. 6 it I 108 156 At present writing it looks as though Congress 
lic a Groin ___._ ores Oct. 6 52 54 o 43 will cut Taxes for 1946 a little deeper than Treas- 
oo . ELEC. POWER Output (K.w.H.)m Oct. 6 4,028 4,039 4,375 3,267 ury Secretary Vinson’s recommended slash of $5 
ae — ores - | billion through elimination of th fits t 
» then vq SOFT COAL, Prod. (st) m Oct. 6 a0 18h 1188 | he SM meena en on inde keene, aad 
000 are q Cumulative from Jan, 1 __.. Oct. 6 446 438 483 446 reductions in so-called ‘luxury taxes.” The House 
A Stocks, End Mo. Aug. 51.1 49.9 63.9 61.8 P : : 
econversid _—_*-_ | Ways and Means Committee, in approving repeal 
lerated PETROLEUM—(bbls.) m | of the excess profits tax, has also proposed exten- 
nt and in — cay 0 Dan yr sao abe. 04 : Py: Bo a Po | sion to Jan. |, 1947, of carry-backs of excess profits 
the declin Fuel Oil a PLR AI: Oct. 6 46.1 46.9 64.7 94.1 | = ea No action seems likely on raising capi- 
Heating Oil Stocks | + Oct. 6 = = ee ee gai 
and vicg LUMBER, Prod. (bd. ft.) m Oct. 6 239 272 582 632 
anal Stocks, End. Mo. ‘bd. ft.) b... Sept. 3:2 3.3 3.4 12.6 | Commercial Banks in New York City during 
. we INGOT PROD. (st.) m Sept. 6.01 5.74 7.24 6.9% the year ne Sept. 29 reported an aggregate 
ded Oa] Cumulative from Jan. 1... | Sept. 61.9 55.9 71.9 74.69) increase of 10% in surplus and undivided profits, 
— | including a 3% increase in the third quarter. 
arly equi ENGINEERING CONSTRUCTION 
for the yg AWARDS (en) $m Oct. II 33.2 74.7 57.7 93.5 x oe * 
Cumulative from Jan. too. Oct. II 1,604 1,571 1,464 5,692 
MISCELLANEOUS = | New issues of corporate securities offered for 
0%, in cg Paperboard, New Orders (st)t Oct. 6 194 162 217 165 | cash sale in July totaled $904 million, the largest 
vith the ki Hosiery Production (pairs) m.......... July 115 136 119 150 | for any month in 16 years; but only 20% of the 
Footwear Production (pairs)m July 36.2 44.0 32.0 34.8 | proceeds was earmarked for new capital—the re- 
nearly ISB Hide & Lthr. Stks., End Mo. (hds.)m July 11.9 11.7 10.9 14.0 | EGET LEAL LARA ARCS 
month @ Cigarettes, Domestic Sales—b Aug. 28.5 21.8 22.3 5 a ner ree ‘ 
have beg Whiskey, Domestic Sales tax gals.) Aug. 4.7 4.5 5.6 8.1 | 
ushion. T 





Ag—Agriculture Dep't. b—Billions cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't., Jan., 1939—100. cd3—Com- 
107 millifmerce Dep't, 1939—100. cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. 
ss than @l—Seasonally adjusted Index, 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—-100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor 
onths, hogeureau, 1939—100. It—Long tons. m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Street, using Federal 
" Tleserve Board data. np—Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal 


oy he Reserve Board, Instalment and Charge accounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
- C. not go. of ————_ 1945 _ Indexes ——_—__—_— (Nov. 14, 1936, Cl—100) High Low Oct.6 Oct. 13 
aa sues (1925 Close—!00) High Low Oct.6 Oct.13 | 100 HIGH PRICED STOCKS. 95.4! 73.59 94.88  95.41H 
ney COMBINED AVERAGE _. 147.3 105.0 145.2 —-:147.3R_| 100 LOW PRICED STOCKS. 175.77 112.22 172.45  175.77Y 
next Mar 
probably 4 Agricultural Implements _ 197.4 160.5 194.7 195.2 6 Investment Trusts __.__..__. 60.9 44.7 59.1 60.9P 
Id 10 Aircraft (1927 Cl—100)._._ 213.6 156.0 205.5 213.6 3 Liquor (1927 Cl—100)_.._. 710.6 391.0 702.3 710.6Z 
shou | 6 Air Lines (1934 Cl—100).. 978.2 559.6 978.2Z 962.7 8 Machinery _..- ss st«d' 88. 137.5 185.6 188.0H 
of wage #5 Amusement sé‘. 78.9 110.1P 108.4 2 Mail Order . ea, - PAS 96.7 134.0 134.4 
13 Automobile Accessories _. 272.7 178.2 270.9 272.7Z 3 Meat Packing — §02.7 68.6 99.6 102.7H 
12 Automobiles _. 50.3 33.8 48.2 48.5 11 Metals, non-Ferrous _...—S—*w[#99.0 149.0 195.1 199.0H 
3 Baking (1926 Cl. “pment 19.7 14.3 19.7H 19.3 5 Ol ee nn. 18.9 27.9 28.7Q 
3 Business Machines _.. 283.7 221.3 283.7H 282.5 22 Petroleum ___. oi  IGRS 142.5 167.0 167.8R 
e after OF 2 Bus Lines (1926 Cl. —100) 160.8 123.5 150.7 159.9 19 Public Utilities 107.8 55.4 107.0 107.8H 


























tes on Gol 4 Chemicals _..._ 228.9 189.2 228.2 228.5 5 Radio (1927 Cl. —100)____ 34.9 27.5 34.6 34.9) 

5 to cong 4 Communication — 90.1 73.5 86.6 90.15 7 Railroad Equipment _.... 92.4 68.9 89.8 92.4H 
Conll i Construction 0 Ss‘. 42.3 61.3 62.3H 20 Railroads: 37.5 22.8 34.0 34.5 
vii . "oe ii" 276.5 358.1 361.1Z 2 Shipbuilding 115.6 89.9 102.9 105.5 
land gt 8 Copper and Brass 96.4 74.8 94.9 96.4E 3 Soft Drinks 574.2 394.8  574.2Z 565.4 

gate arovg 2 Dairy Products _.._..-.-_—=-—=s_ 60.4 47.6 59.6 60.4P 12 Steel and Iron a. BIZ 82.8 111.0 115.7H 
aticiarial 5 Department Stores ___ 67.3 39.8 66.3 67.3R 3 Sugar 68.1 55.2 66.8 66.2 

3: a 5 Drugs and Toilet utiles. 177.6 117.6 177.6R 177.4 2 Sulphur 225.8 173.5 213.1 225.8Q 
tinenta! ©F 2 Finance Companies ______ 297.0 222.1 274.9 273.7 3 Textiles 102.4 58.5 102.4 100.5 
1 Food Brands _..._._ ————SXM€' 98.5 134.5 191.7 198.5Z 3 Tires and Rubber ___. 43.9 33.9 43.0 43.9R 

Food Stores TG 56.1 69.5 72.6M 5 Tobacco 87.9 67.5 85.8 87.9E 

4 Furniture 107.1 81.6 105.3 107.1H 2 Variety Stores _..___ 301.3 255.6 287.4 301.3H 

Itilities py ee Mining: -  HIS80 938.3 1059.4 1070.3 21 Unclassified (1944 Cl.—100) 138.4 100.0 135.0 138.4A 





e like petif New HIGH since: A—1944; E—1940; H—1937; J—1936; M—1933; P—1I931; Q—1930; R—1929; Y—Nov. 14, 1936. 
ve declint—New all-time HIGH. 
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Trend of Commodities 


Despite prospects that food grain output this year will be 
the largest, and feed production the second largest, on rec- 
ord, commodity indexes—both cash and futures—have soared 
since our last year to the highest level in years. Wheat is 
again bumping its ceiling at a 20-year high. Reasons for the 
fireworks are the potentially huge export demand, inflation 
talk, and reports that the House favors enactment of the Pace 
bill to include cost of farm labor in the parity price formula. 
As if this were not enough bullish ammunition, stories are cir- 
culating that farmers are slow in releasing grains in most 
demand until taxes come down after the turn of the year. 
The present tight situation in corn is not helped by reports of 
prematurely early frost in the corn belt. The Agriculture De- 
partment predicts that the 1945-6 world crop of corn will be 


2% under last year. Dealers’ shelves are bare of corn syrup, 
because producers can not obtain enough corn to grind. Most 
of the Cuban molasses output is being earmarked for alcohol 
production. Little relief from the shortage of sugar and it 
substitutes is thus looked for until after next March when the 
new Cuban crop begins to come to market. Despite the 11. 
million-bales carryover of cotton, there are only 4 million 
bales in the country of sufficiently high quality to compete 
with synthetic fibres. Dispat--e: trom London or that the 





British government will cor’ -¢ 10 purchase the bulk of cotton 
for import and that the crve-oool -ortea futures market wil 
not reopen while tne present cbor government is in office, 
Low ceilings are blockirn~ uur imports of cocoa and kidskins 
Cocoa growers are pressir.g for higher prices. 





WHOLE SALE COMMODITY PRIC ES 














180 T T 
JALL COMMODITIES 





ay 
FARM PRODUCTS /” VA 
oy al ‘ 





} 
160+ 





iw i 
A -_ 





~e, 
pie mee Ne’ 


RAW MATER 


























140} 
} 





} 





alll 








f 
| 


MANUFACTURED 
PRODUCTS 








USBL 1926 = 100 


pein Seon 
- 

g eFerccsccerteteesriee? 
gee eeteeosees eooee® 


|NON-FARM 


























PRODUCTS 


























U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Oct.13 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities. 185.7 185.1 184.2 183.6 183.8 183.0 156.9 
1! Import Commodities___._ 168.9 168.9 168.9 168.9 169.0 168.7 157.5 
17 Domestic Commodities. 197.4 196.4 194.9 193.8 194.0 192.9 156.6 
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DOW JONES 
COMMODITIES INDEX 


Average 1924-36 equals 100 
1945 1944 1943 1942 1941 1939 























1938 1937 


103.20 98.13 96.57 88.88 84.60 64.67 54.95 82.44 
55.45 46.59 45.03 52.03 


93.90 92.44 88.45 83.61 


Date 2Wk. 1 Mo. 3Mo. 6Mo. 1 Yr. Dec 

Oct.13 Ago Ago Ago Ago Ago 19%! 

7 Domestic Agricultural _. 229.7 227.1 225.0 226.8 227.1 225.3 163! 
12 Foodstuffs __ 210.3 209.1 207.9 208.7 209.3 208.4 169 
16 Raw Industrials 


RAW MATERIALS SPOT INDEX 
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T ae ee 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1945 1944 1943 1942 1941 1939 
98.2 97.6 6.0 89.1 85.7 78.3 
96.7 94.9 89.3 86.1 74.3 61.6 
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Pillars of Prosperity 





(Continued from page 69) 

' SY™PE stable price structure; t i 
J. Moat 5 cture; except in 

very few industries there can be 
and ix} 20 question of lower prices in 
hen thet UC™” of wartime cost increases. A 
the 11,pgcnuine policy of lowering prices 

thus must be reserved for the fu- 
ture, after the “catching up” 
boom when there will be real need 
for support of mass purchasing 
power. There could be no more ef- 
fective approach than a policy of 
lower prices, born of increased 
productivity. 
Meanwhile we shall have to de- 
cide, and decide soon, whether we 
will hold to the hard way in price 
policy or take the momentarily 
easy road of giving way, first 
here and there, and then—inevi- 
tably—on an increasingly broader 
front. The latter would be a peril- 
ous road but the only alternative 
so long as individual economic 
groups are unwilling to forego im- 
mediate advantage. 
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(Continued from page 85) 
With airlines compelled to de- 
pend less and less on Government 
subsidy—the recent reduction in 
air mail rates is a point in mind— 
their aggressive wooing of pas- 
senger business is in part at least 
born of necessity. Their success 
in that direction will in a large 
measure determine their peace- 
time profits. But with high speed 
planes, permitting operation over 
a greater number of miles and 
longer periods of time, and with 
Increased plane capacity and pay 
oads, the indications are that 
well managed airlines will make 
Important competitive inroads in 
available traffic. Once the pay- 
point, greatly lowered by in- 
creased operating efficiency, is 
passed, profits will accelerate pro- 
Portionately faster than traffic 
gains. 
All of which has clearly put the 
railroads on the defensive. But let 
ho one make the mistake of think- 
g that the railroads are going 
to stand idly by and watch the 
airlines take over any consider- 
able portion of their passenger 
usiness. Reminiscent of the days 
when the first streamlined trains 
; 100 |ere placed in operation, the rail- 
toads are today making headline 
938 19fews with their plans for winning 
- ° and handling postwar traffic, par- 
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ticularly passenger traffic. 

Prior to the war railroad pas- 
senger revenues had been in a 
long term decline. Most railroad 
executives regarded their passen- 
ger business as a sort of neces- 
sary evil, only justified largely as 
a means of advertising their 
freight business and maintaining 
franchises. Freight revenues were 
several times as large per mile as 
were passenger revenues, and the 
ratio of passenger revenues to to- 
tal revenues for all Class I roads 
averages less than 20 per cent. 
(N. Y., N. H. & H., is a notable 
exception, with passenger reve- 
nues making up about 40 per cent 
of the total.) The railroads stood 
by and watched their passenger 
business dwindle away to buses 
and private automobiles, doing 
little else but complain that the 
latter were using public highways 
without carrying their share of 
the tax load. That was true but 
the public conscience remained 
untroubled and passengers con- 
tinued to desert the railroads in 
droves. 

It was the advent of stream- 
lined coach trains during the last 
decade that finally awakened the 
railroads to the possibilities of de- 
veloping the passenger train into 
what it is ideally suited to be—a 
mass transportation medium. The 
almost phenomenal success of 
these streamlined trains in devel- 
oping increased passenger loads 
brought home one point quite em- 
phatically: Passengers wanted 
speed and comfort. 

By 1942 twenty-nine different 


railroads were operating 143 
streamlined trains and railroad 


managament was busy improving 
old equipment, dining facilities, 
and generally adding to the pas- 
senger’s traveling comfort. The 
war brought a halt to all this. The 
outstanding war record of the 
railroads is well known; they car- 
ried the largest volume of freight 
and the largest number of passen- 
gers in history. But despite a low 
average passenger-mile revenue— 
less than 2 cents—passenger ser- 
vice yielded the largest profit ever 
shown, proving that if there are 
enough passengers they mean real 
money to the railroads. 

During the war a large segment 
of the nation’s populace acquired 
traveling habits which they will 
continue in the postwar years. 
The railroads are hopeful of be- 
ing able to retain a sizable share 
of their wartime traffic and are 
preparing to stage an aggressive 

(Please turn to page 103) 





NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number seventy-seven of a series. 
ScHENLEY Distitters Corp., New York 


Symposium! 


It is just too bad that every one of our 
citizens does not have an opportunity to 
read a symposium that just came to our 
desk. It is entitled “Voluntary Self Regu- 
lation in the Tavern and Liquor Store.” 
Please note that word “voluntary.” 


The dispensing of and sale of alcoholic 
beverages carry with them a social re- 
sponsibility. In this symposium the men 
who carry this responsibility tell what 
they are doing to prevent over-indul- 
gence, which means abuse, and to pro- 
mote temperance, which means inteliigent 
use. 


The symposium’s pages are crowded 
with evidence of intensive efforts by 
both organizations and individuals in the 
retail branch of the alcoholic beverage 
business to cooperate in every possible 
way with’ liquor administrators and 
others, including the military authorities 
and the clergy. This evidence is clear-cut 
and proves a keen perception of the im- 
portance of sound community relations. 


What a far cry from those late, 
lamentable years wherein the experiment 
of Prohibition was tried with such dis- 
mal failure in this country! 


Unfortunately, we have with us today 
some undoubtedly sincere and _ well- 
meaning folk who would like “to try it 
again.” We wish that they too would - 
have an opportunity to read this sym- 
posium. Then we'd like to take them on 
a personally conducted tour for a visit to 
the “chamber of horrors” of an era 
which ended a little over ten years ago. 
We are quite sure they would say, 
“Enough. Let’s have no more of that 
ever, ever again. Take me out of here. 
I want to go back to—today!” 


MARK MERIT 


of ScHENLEY DisTILLERS Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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Answers to Inquiries 





(Continued from page 94) 
claims arising from termination 
of war contracts. 

As the prospects for this com- 
pany continues promising, the 
common stock has further appre- 
ciation possibilities, therefore we 
recommend retention. 


Interest Payments on Missouri 
Pacific Bonds 

Kindly advise if any interest. payments 
can be expected soon on Missouri Pacific 
Railroad bonds.* 

I. G., Lansing, Michigan 

Missouri Pacific Railroad trus- 
tee is expected to make interest 
payments about October 1st on 
four bond issues recently ordered 
by the United States District 
Court. Payments to be made in- 
clude two coupons each on the Mis- 
souri Pacific first and refunding 
bonds, the International Great 
Northern bonds firsts and Cairo 
& Thebes Railroad first mortgage 
bonds. Four coupons to be paid on 
the Central Branch Union Pacific 
Railway firsts. 

A payment of two coupons of 
the New Orleans, Texas & Mexico 
first rortgage and income bonds 
which was also authorized has 
been held up on appeal, as has been 
the retirement of $24,183,600 of 
St. Louis Iron Mountain & South- 
ern, River and Gulf Division 4’s. 


Engineers Public Service Company 
Please advise latest recapitalization plan 
of Engineers Public Service C ompany un- 
der the — Utility Holding Company 

Act and recent msg 
, Washington, D.C. 

On September 10 company filed 
with the S.E.C. a plan for divest- 
ment of assets. It is not expected 
that any part of plan will be car- 
ried out until December 31, and in 
any event not until the U. S. Su- 
preme Court has ruled on com- 
pany’s Section 11 case. 

Company has three subsidiaries 
—Virginia Electric & Power Co., 
having annual gross revenues of 
approximately $40,000,000; Gulf 
States Utilities Co., with a gross 
of $18,000,000 and El Paso Elec- 
tric Co. (Texas) with gross of 
$4,000,000. One other small sub- 
sidiary is expected to be sold be- 
fore the end of the year. 

Plan is divided into three parts, 
on which the commission will be 
asked to issue separate orders. 

Part one provides that Gulf 
States Utilities would reclassify 
280,000 shares of common stock, 
all owned by Engineers Public 
Service into 1,909,968 shares, the 
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same number of shares of common 
as latter company has outstanding 
and that El Paso Electric Co. 
would reclassify its 150,000 shares 
of common stock, all owned by En- 
gineers Public Service into 381,- 
994 shares, one-fifth of the .num- 
ber of Engineers common. This 
part of plan provides that rights 
would be issued to common stock- 
holders of Engineers Public Serv- 
ice to purchase one share of the 
reclassified Gulf States Utilities 
common for each Engineers’ share 
held at $11.50 a share. Proceeds, 
together with treasury cash and 
bank borrowings of approximately 
$3,000,000 at 114% | annually, 
would be used to pay $100 a 
share or a total of $39,245,000 
to preferred stock, an amount 
which charter of Engineers 
provides should be paid to that 
class in involuntary liquidation. 
After payment of preferred, lat- 
ter company would distribute one 
share of El Paso Electric Co. 
common for each five shares of 
Engineers’ common as dividend in 
partial liquidation. 

Part two of plan requests the 
S.E.C. to find that it is fair and 
equitable to preferred holders of 
Engineers to pay them $100 a 
share and accrued dividends in 
complete liquidation of their stock, 
but provides in the event that the 
commission finds some additional 
amount shall be paid, automatic 
provision for such payment re- 
serving to Engineers, however, the 
right to apply for a review. 

Part three provides for final 
liquidation of Engineers Public 
Service or merger with Virginia 
Electric & Power Co. after its lia- 
bilities have been determined and 
provided for, at which time the 
common-stock holders of Engi- 
neers would receive a direct in- 
terest in the stock of Virginia 
Electric & Power Co. 

Engineers Public Service Co. 
and subsidiaries report for 12 
months ended June 30, 1945. $3.16 
earned per common share, com- 
pared with $1.89 in the corre- 
sponding period of the previous 
year. 

International Nickel Company 

I have some funds to invest and Inter- 
national Nickel Company has been recom- 
mended to me as a company with good 
financial condition and favorable outlook. 
T shall very much appreciate your advice 
on this stock. I have not sent many in- 
quiries, since a careful perusal of your 


magazine supplies the answers to many 
questions. 


—B. L., Berkeley, Calif. 
INTERNATIONAL NICKEL 
CO.: In 


1939 before the war 


THE MAGAZINE OF WALL STREET 





started, the common stock of this 
company was the chief favorite of 
Canadian and English investors, 
Due partly to forced liquidation 
by foreign holders, the common 
stock declined that year from a 
high of 5534 to a low of 35 and in 
1940 reached a low of 19%. In the 
boom year of 1937, the price 
range was high: 7334; low 37. It 
is noteworthy that in the depres- 
sion year of 1938, the high for 
this stock was 575% and the low 
3672. Now that the war has ended 
we look for this stock to regain 
its favor with foreign investors, 
Furthermore, restrictions on out- 
put of nickel have been removed. 
There has been a tremendous 
improvement during the war 
years in the company’s financial 
condition as shown in the follow- 
ing tabular statement: 
Dec. 311938 June 30. 1945 or 
Cash and 
securities $40,900,000 $ 


Other current 
assets . 


79,146,000 $38,236,000 


38,400,000 * 60,256,000 21,856,000 





Total current 

assets ...... $79,300,000 $139,392,000 60,092,000 
Less current 2 

liabilities... 15,600, ,000 25,362,000 9,760,000 
Net current 

assets 63,700,000 114,030,000 50,330,000 
Less 

inventories 32,600,000 44 12,434,000 


,934,000 
Net quick 

assets $31,600,000 $ 69,496,000 $37,896,000 

The ratio of current assets to 
current liabilities, as of June 30, 
1945, was 5.4 to 1 and total cash 
and securities of $79,146,000, 
alone, were over three times total 
current liabilities. The increase in 
net current assets during the war 
period was $50,330,000. 

Total assets on June 30, 1945, 
amounted to $303,336,035 and 
earned surplus amounted to $83,- 
829,267, capital surplus $60,606, 
500, plus $20,000,000 surplus aris- 
ing from transfer to Russia of 
nickel properties in Finland. 

From 1938 to 1943 inclusive, 
earnings ranged from a low of 
$2.00 per year to a high of $2.39. 
In 1944 it earned $1.71 per share. 
Earnings this year are running 
practically the same as in 1944. 
Dividends have been paid on the 
common stocks continuously since 
1934. From 1938 to 1948, inclu- 
sive, $2.00 per year was paid. In 
1944, it paid $1.60 and this rate 
has been continued to date. The 
price range this year has been 
high 3714; low 2814. At market 
price of about 34 the indicated in- 
come yield, based on the present 
dividend rate is 4.70%. 

This representative common 
stock is recommended at current 
market price for appreciation and 
income. 
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The New Age In 
Transportation 





(Continued from page 101) 
campaign to do so. And their 
technique will be the same as the 
airlines — faster, cheaper and 
more comfortable service. 

The railroads obviously are at 
a decided disadvantage in compet- 
ing with airline speeds. Curves 
and grades place definite limita- 
tions on the speeds at which 
trains can be operated, but within 
these limitations there is room 
for considerable improvement. 
Revised schedules will be a factor, 
as witness the recent action of 
railroads in the Eastern operating 
area. These roads have completed 
plans for linking every important 
citv in their area, except Boston 
and St. Louis, with overnight de 
luxe sleening-car service. Rail- 
roads in the West and South are 
expected to offer similar service 
wherever practical. That this is 
onlv one of many new innovations 
likelv to be adopted by the rail- 
roads is suggested bv the fact 
that at the present time there are 
five railroad associations and one 
over-all committee studving ways 
and means of improving passen- 
ger service, 

The rate structure is being 
studied. First class rates at the 
present time are 3.3 cents a mile 
and these will be automatically 
lowered to 3 cents six months 
after the official end of the war. 
By that time, it is felt in railroad 
circles, competitive rates will have 
been stabilized and a better idea 
can be gained as to what further 
adiustments will be required to 
bring the railroads into a strong 
competing position. With lighter 
rolling equipment and more eco- 
nomical locomotives, lower rates 
could be supported profitably. as- 
suming, of course, that they have 
the desired effect of increasing 
the pay load. 

But it is in the matter of pro- 
viding facilities for passengers’ 
comfort that the railroads can 
make their most formidable bid 
for the traveling public’s favor. 
Unfortunately, right now the rail- 
roads are handicapped by a short- 
age of equipment and new coaches 
and sleepers will not be available 
much before next Summer at the 
earliest. On September 1, there 
Were on order 1,253 new passen- 
ger cars, a total which promises 
to be swollen substantially in the 
near future, judging by present 
Inquiries. 
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Recently a $6,000,000 60-car 
order was placed with Edward G. 
Budd Mfg. Co. jointly by three 
large western roads, which plan 
to operate 10-car streamliners, 
diesel powered, between Chicago 
and San Francisco. Coaches and 
diners on these trains will be 
equipped with the new “Vista 
Dome,” a glass enclosed dome 
raised 18 inches above the roof of 
the cars, permitting 24 passen- 
gers to sit in the sun and have an 
unobstructed view of the scenery. 
A new innovation in seat arrange- 
ment will give more leg room in 
coaches and enable passengers to 
sleep or doze with considerable 
more comfort than is now pos- 
sible; wash rooms will be large 
and well equipped; seats will be 
provided with radios with special 
volume control. There will be 
coaches for women only and 
others equipped with children’s 
play rooms. For the most part 
sleeping cars will be of the room- 
ette type, convertible for daytime 
comfort as well. Showers will be 
provided, beds and other equip- 
ment will fold into the wall. There 
will be tavern cars equipped with 
snack bars, refreshment bars and 
dancing facilities. These are onlv 
a sample of what the nostwar rail 
traveler can look forward to. 
Leading car manufacturers such 
as Budd and American Car & 
Foundry have many ideas and de- 
signs up their corporate sleeves. 


Pullman Buyers 


Of particular interest in this 
respect is the recent offer of $75,- 
000,000 by the Young-Kirby-Otis 
syndicate for the sleeping car bus- 
iness of Pullman. If the offer is 
accepted, according to Thurman 
Arnold, attorney for the group, 
they will spend $500,000.000 in 
modernizing the present Pullman 
fleet and the new sleepers “will be 
as different from the fanciest 
postwar model so far publicized 
as the 1910 Ford is different from 
the latest car Detroit has turned 
out.” Mr. Arnold’s group would 
leave speed to the airlines and 
endeavor to cultivate the patron- 
age of people who want to travel 
for recreation. 

Bus competition, largelv repre- 
sented by Greyhound Corn.. has 
taken a heavy toll of rail traffic 
and the railroads want some of 
this traffic back. But Grevhound 
also has ideas of improved serv- 
ice and, most astounding, is ex- 
ploring the possibilities of operat- 











DIVIDEND NOTICES 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid November 
Ist, 1945, to stockholders of record 
October 22nd, 1945. 


PRIOR PREFERRED: The regular 
quarterly dividend of 75¢ per share on 
the Prior Preferred Stock will be paid 
November Ist, 1945, to stockholders of 
record October 22nd, 1945. 


A. B. Newhall, Treasurer 


So. 


Dennison 


Framingham, Mass. 











“THE DOW THEORY 
BAROMETER” 


A weekly service pre- 
dicting future trends in 
the stock market by an 
expert on Dow’s theory. 


Send $1 for Four Weeks’ Trial 


GAYLORD WOOD 


204-M Inland Building : Indianapolis 








COLUMBIA 


PICTURES 
CORPORATION 





The Board of Directors has this day de- 
clared the regular quarterly dividend of 
683%4¢ per share on the $2.75 Preferred 
Stock of this corporation. payable Novem- 
ber 15, 1945, to stockholders of record at 
the close of business November 1, 1945. 
Checks will be mailed. 
A. SCHNEIDER 

Vice-Pres. and Treas. 

New York, October 4, 1945. 

















MONEY-MAKING STOCKS! 


Haven’s Stock Guide groups common stocks 
in convenient lists ranging from fastest- 
moving to slowest. 

List No. 
money in a rising market. 


1 will make you much more 


Use All the lists to judge the performance 
of your present stocks, 


Every trader needs this profit-proved mar- 
ket aid. Get Haven’s Stock Guide today. 
Just send $5.00 to 


GEORGE HAVEN 


Directed Investments 











Dept. WS-7 501 Traction Building 
Cincinnati 2, Ohio 
C — 

C CAN COMPANY, inc. 
The year end dividend of twenty-five 
cents (25¢) per share on the common 
stock of this Company has been declared 
payable December 15, 1945, to stock- 
holders of record at the close of business 


November 24, 1945. Books will net close 
SHERLOCK McKEWEN, Treasurer 




















Ingersoll vs. Worthington 





(Continued from page 88) 


couraging potentials is the sub- 
stantial demand almost certain to 
become expressive from foreign 
countries, not only for the re- 
habilitation of war-torn Europe, 
but for the upbuilding of industry 
in unscarred nations all over the 
world as well. All said, business 
for the suppliers of the particular 
type of machines required should 
be exceedingly good for quite an 
extended period. Already, Inger- 
soll-Rand is taking steps to re- 
establish its important connec- 
tions throughout Europe, abrupt- 
ly cut off when the war started 
and, as has been mentioned, has 
available a fund of half a million 
dollars for this purpose. And al- 
ready Worthington has secured 
an order for huge pumps to clear 
the inundated farm lands of Hol- 
land. 
Peace-Time Prospects 


Granted above average volume 
and relief from EPT, potential 
earnings and dividend distribu- 
tions should expand considerably 
as time goes on. Both of the con- 
cerns under discussion have set 
aside several million dollars for 
postwar contingencies, not all of 
which may be needed in view of 
their relatively simple reconver- 
sion problems. Profit margins will 
benefit by a return to normal out- 
put without the restrictive effect 
of tight government pricing, 
while improved efficiency learned 
in war years should prove con- 
structive. No longer will the shad- 
ow of re-negotiated profits distort 
the earnings picture as in recent 
years. Above all, relief from ex- 
cess profits taxes will importantly 
bolster earnings in providing a 
heavy cushion against possibly 
increased wage costs. If current 
predictions hold that postwar vol- 
ume of both companies may ex- 
ceed that of prewar by some 
20%, at least a reasonable gain 
in net profits should result, com- 
pared with prewar. 

Investor appraisal of Ingersoll- 
Rand shares for some time past 
has placed them in the blue chip 
class; in spite of cyclical swings 
which periodically affect earnings 
the company’s proven ability to 
continue dividends through thick 
and thin has imparted a war- 
ranted measure of investment 
stature to this equity. At a re- 
cent price of 130, peak since 1937, 
the vield is 4.6%, not unattrac- 
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tive in view of all the factors re- 
viewed. The price earnings ratio 
of 14.9 appears to have rather 
fully discounted nearterm poten- 
tials but this does not preclude 
further price appreciation if post- 
war earnings improve somewhat 
and Ingersoll is able to distribute 
extra dividends now and then, as 
in the past. In 1937 the stock sold 
as high as 144 and in 1936 the 
peak was 147. 


Factors to Consider 


While the erratic and unim- 
pressive prewar record of Worth- 
ington Pump clouds the invest- 
ment aspect of its common 
shares, it must be realized that 
progressive improvement in its 
financial status during war years, 
plus a vast increase in customer 
usage of its products puts a some- 
what different light upon its post- 
war potentials. That the common 
shares enjoy considerable specu- 
lative appeal is evidenced by their 
current strong market position, 
the recent price of 62 being the 
highest since 1931. Even at this 
level, however, the price-earnings 
ratio is moderate at 7.3, although 
the dividend yield of less than 
214% has no attraction. In past 
years the shares have fluctuated 
widely in price, the range in 1937, 
for instance, having been high 47, 
low 12. In view of the promising 
outlook for volume, earnings pos- 
sibly may not vary much from 
the average of $6.9 per share on 
the common achieved for the past 
five years. In this event, poten- 
tials for further appreciation dur- 
ing the longer term would be 
rather clearly marked. 

Worthington’s larger overhead 
imparis the common a certain de- 
gree of ieverage which in times of 
good business quicklv finds ex- 
pression earnings-wise. Thus 
while Ingersoll common has ap- 
peal for its income yield plus fur- 
ther moderate appreciation poten- 
tials, the latter in the case of 
Worthington common seem far 
more pronounced. 
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The New Age In 
Transportation 





(Continued from page 103) 
ing helicopters in conjunction 
with its buses. The buses have a 
firm grip on inter-city and short 
haul traffic but they are vulner- 
able to competitive inroads on 
long overland hauls, particularly 
if railroads cut the present spread 
between fares. 

Rails Strong Financially 

No the railroads are not a 
“dead duck.” Far from it. They 
have entered the competitive bat- 
tle with spirit and resourceful- 
ness, and what is more, they are 
well able to back their ideas with 
real money. Financially they were 
never better equipped to reestab- 
lish themselves as the most popu. 
lar transportation medium. For 
the first time in years railroad 
management is out to really sell 
its wares to the public. 
It is likely to be some little time 
yet before the competitive strug- 
gle between the three transporta- 
tion colossi will be resolved into a 
definite decision. In the meantime 
the interplay of American mana- 
gerial ingenuity will be something 
to command the interest of all in- 
vestors. 
Accompanying this discussion 
is a statistical tabulation compar- 
ing representative companies 
which seem destined to play a 
prominent role in bidding for 
postwar passenger business. 
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(Continued from page 83) 
ment to holders of the company’s 
$5 and $6 preferred shares of 
$30 a share, together with a re 
duction of 30 per cent in annual 
dividends. . . . The position of 
American Locomotive 7% pre 


ened by the proposed capital 
changes. The company is asking 
stockholders to approve the re 
tirement of 124,601 shares of pre 
ferred stock, reducing the out; 
standing shares to 200,000, and 
the elimination of the annual pre 
ferred stock sinking fund. Thiy 
will permit a saving of near! 
$2,000,000 annually and preferred 
dividends will be lowered to $1, 
400,000 yearly. Necessary fund 
for the partial retirement of the 
preferred will be provided by 4 
public offering of 400,000 addi 
tional shares of common stock. 
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casts of business and investment trends. 


Our steady growth during this quarter century is evidence that we have met 
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men and women. Today we are serving more individual investors than any 
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and investors in every state in the Union and in14 foreign countries. 
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.. to test for yourself the value of the weekly UNITED Service. Simply write for a 
complimentary copy. Read its clear-cut analyses of the outlook for Business, Com- 
modity Price Trends, Sales Conditions . . . interpretation of Washington news... 
and forecasts of Stock and Bond Prices. See why so many business executives, 
bankers, trustees, stock exchange members, and individual investors find it profitable 
to be regular subscribers to the United Business Service. Ask for Bulletin MW93 
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What New Tax Program 
Means to 1946 Earnings 





(Continued from page 71) 


proportion of total tax relief 
should allocated to individual tax- 
payers, and what form it should 
assume. The size of the “pie” to 
be divided, in the opinion of the 
treasury, should not exceed much 
above $5 billion, but the House 
bill has raised the figure by some 
$300 million. Both the United 
States Chamber of Commerce and 
the National Association of Man- 
ufacturers feel that tax relief 
should be more generous than as 
yet proposed and that Govern- 
ment expenditures should be 
pruned to warrant such a pro- 
gram. These two bodies advocate 
not only complete repeal of the 
EPT but a reduction of the com- 
bined normal and surtax on cor- 
porations to 32%, double the 
slash proposed by the House. 
CIO, on the other hand, presses 
for no change in corporate taxes 
for 1946, and allocation of all pos- 
sible tax delief to individuals 
with income in the lower brackets. 


Chances appear strong that the 
Senate will insist upon complete 
elimination of EPT and_ the 
House may concur with this view, 
and it is possible that corpora- 
tions will benefit further by some 
reduction in normal and surtaxes, 
but just how much remains to 
be seen. The most important de- 
tails of the tax relief program— 
whether EPT is to be sharply re- 
duced or repealed for 1946, and 
whether the 40% normal surtax 
rate is to be cut to 36%, probably 
will be decided in Senate-House 
conference. For many companies 
the difference is not as wide as 
might be imagined. For instance, 
American Tobacco last year 
would have earned 4.64% a share 
on a 60% EPT and 36% normal 
surtax, against $4.79 on a 40% 
tax and no EPT. Here are simi- 
lar comparisons for a few others: 
Armstrong Cork, $4.20 against 
$4.79; Chrysler $10.38 against 
$11.22; Cluett Peabody, $3.93 
against $3.98; Congoleum Nairn 
$1.76 against $1.87; Continental 
Can $2.88 against $3.09; Interna- 
tional Harvester $5.60 against 
$6.04; Timken Roller Bearing 
$3.89 against $4.38. Both sets of 
figures, of course, are sharply 
higher than actual 1944 earnings. 
Obviously the larger the vortion 
of earnings subject to EPT. the 
smaller is the benefit if the House 
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version of relief is adopted. Con- 
versely, some companies would 
have netted more last year on a 
60% EPT with 36% normal sur- 
tax, than on a normal surtax of 
40% with no EPT. Example: 
U. S. Gypsum would have earned 
$3.51 a share last year on the 
first basis; $3.44 on the second. 


List of Earnings 


On the appended table are 
listed a number of concerns show- 
ing net earnings per share as re- 
ported for 1944, and what adjust- 
ments would have occurred had 
EPT been completely eliminated 
or reduced to 60%. In viewing 
these figures, of course, it must 
be realized that they cannot be 
taken as an index to any expec- 
tancies in 1946, although in a 
broad way they highlight the im- 
pact of EPT. Volume of concerns 
largely engaged in war produc- 
tion naturally will suffer a drastic 
shrinkage during the year to 
come, and pre-tax earnings from 
smaller sales may assume quite a 
different status, strongly influ- 
enced by rising costs and the 
price factor. As an illustration 
of the generally broad cushion 
against adverse factors likely to 
present themselves next year un- 
til problems of transition have 
been completely solved, the fig- 
ures do reveal the valuable po- 
tentials arising from EPT relief. 

One of the interesting aspects 
of EPT as it disappears on the 
horizon, and an important reason 
for its exit, is that while it im- 
portantly restricted war profit- 
eering, its impact fell heavily 
upon innumerable concerns en- 
gaged only in regular peacetime 
production. The impartial manner 
in which the tax was spread tem- 
porarily offset many of its per- 
haps irrational aspects, but un- 
der normal conditions its unpopu- 
larity would be immense, not so 
much among the affluent units in 
our economy as among the 
smaller or newer ones. 

That EPT will be completelv 
rather than partially repealed 
after the approaching Congres- 
sional get-together seems very 
likely indeed, although the nor- 
mal-surtax may remain unaltered 
except possibly for concerns with 
limited earning power. Commit- 
tee compromises probably will 
center upon further adjustments 
in individual income taxes. Thus 
when the Act is finally passed, 
public reaction is certain to be 
enthusiastic. 





Steel Emerges 





(Continued from page 80) 
good chance that the pending in- 
terim tax measure in its final 
form will repeal EPT. 

Another favorable aspect in the 
steel industry picture is the tre- 
mendous improvement which has 
been effected in the financial posi- 
tion of leading producers. Debt 
has been retired or refunded at a 
lower rate of interest, preferred 
stock redeemed and there have 
been huge working capital accre- 
tions. Youngstown Sheet & Tube 
typifies this characteristic. Fund- 
ed debt of this company has been 
lowered from $87,000,000 to less 
than $37,000,000; $15,000,000 in 
514% preferred stock has been 
retired; $17,000,000 or more has 
been added to working capital; 
and the net gain in common stock 
equity was equal to $49 a share. 
The company’s fixed charges were 
cut from $3,500,000 in 1939 to 
less than $1,000,000 annually. 
Similar improvement in the case 
of Bethlehem Steel is noted and 
the company will probably have 
added about $80 a share to the 
equity of the common stock by 
the year-end. Funded debt of U. S. 
Steel is the lowest in its history. 


Tax Savings 


Companies still carrying unam- 
ortized emergency properties on 
their books are now permitted to 
write off the entire balance 
against current earnings. This 
will have the effect of distorting 
current earnings unfavorably but 
will permit important tax sav- 
ings. It will also result in further 
important additions to working 
capital, as will tax refunds, claims 
for which the Government is now 
pledged to honor within 90 days. 
In the case of Bethlehem Steel 
this latter item will amount to 
about $30,000,000; unamortized 
defense facilities total $72,000,- 
000. For U. S. Steel, unamortized 
emergency facilities totaled $158,- 
000,000 at the end of last year 

A recent significant develop- 
ment and one which may have 
considerable bearing on the price 
outlook was the action of U.S. 
Steel in establishing Chicago and 
Cleveland as price basing points 
for its stainless steel products. 
This development may possibly 
foreshadow a sweeping revision 
in the industry’s price system 
and complete abandonment of the 
“Pittsburgh Plus” system. 
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the notoriously wide swings in 
»earnings of the majority of 
wl companies explain why few 
wl shares qualify as long term 
estments. But in the present 
ing with several years of well 
tained demand probably ahead 
them, leading steel companies 
ld be in a position to deal 
erously with stockholders. 
is conclusion is well founded in 
pexceptional financial strength 
these companies, and should be 
en additional support by the 
ings prospects as soon as the 
ediate problem of restoring a 
al relationship between costs 
prices has been resolved. That 
will be ironed out seems cer- 
_if for no other reason than 
the interest of a strong and 
nced national economy. 


Bright Outlook 


luring the forthcoming period 
ative steel demand, makers of 
ht steel products are particu- 
ly favored, including such com- 
ies as Inland Steel, National 
kl, American Rolling Mill and 
me Steel. Their specialties will 
ia broad market for the dura- 
n of the anticipated boom in 
rable consumer goods. Heavy 
hl makers should benefit from 
val of building construction, 
will U. S. Pipe & Foundry, a 
ing manufacturer of cast iron 
. U. S. Steel with its broadly 
ersified output should benefit 
both counts. Alleghany Lud- 
nean look forward to well sus- 
ed earnings in line with 
adening demand for steel al- 
samong civilian industries. 
’s move was promptly fol- 
ed by other producers who set 
basing points wherever stain- 
steel was produced. The 
thod of establishing steel prices 
complex one and could stand 
plification. From all indica- 
s the trend now is toward the 
imate policy of quoting prices 
.b. mill.” This might well re- 
in a general decentralization 
the industry, with the aban- 
ment of some of the older and 
h cost plants in the Pittsburgh 
and the erection of new 
ts in other important con- 
ing areas. Under the revised 
ing method companies with a 
vy concentration of manufac- 
ing and producing facilities in 
around Pittsburgh would be 
ed to absorb freight charges 
order to compete in other 
as where they are without 
ts. Such companies include 
8S. Steel, Jones & Laughlin, 
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WHY there is LITTLE LIKELIHOOD 
of REPEATING the POST WORLD WAR | 
INFLATION in STOCKS and COMMODITIES 


THE DISSENTING VIEW 


Addressed to those who have large profits 
on their investments 


The higher the stock market goes, the greater 
the susceptibility of the average investor to opti- 
mism. It has always been so. 1919! 1929! 1937! 
After securities have advanced for 34 years 
(since April, 1942) many investors who would not 
think of buying when the Dow-Jones average was 
around 90, now accept, without challenge, almost 
any bullish argument with this same average 185— 
in other words, after a 100% appreciation in the 
price level. 


At a time when optimism is almost universally 
accepted, the American Institute of Finance— 
with a 25-year reputation for conservatism in 
investment thought—has examined with customary 
care and penetration the thesis upon which ex- 
pectation of substantially higher stock and com- 
modity prices is being based. 


As frequently in the past, after a long trend 
in one direction, the Institute dissents from the 
prevailing highly optimistic view—believes that 
there is little parallel between present economic 
conditions and those of 1919-1920 upon which 
so many investors now base their expectation of a 
further substantial rise in stocks. 


The essence of this dissent, as well as an 
up-to-date exposition of our present investment 
position, is succinctly embodied in a new 5-page 
survey of the broad economic and financial scene 
by Mr. James R. Bancroft just sent to individual 


and institutional clients throughout the United 
States and Canada whose investments— aggregating 
many millions of dollars—are under our personal 
supervision ard management. 


This survey will prove of. scant interest to 
investors who presume their own, or any one else’s 
ability to catch the top of the market, or who are 
addicted to increasing bullishness the higher the 
market goes. Such investors will not value this 
study a single penny’s worth. It will not tell 
them what they want to hear. 


But to banks, insurance companies, investment 
trusts, endowed institutions, corporations and 
individual investors who had the wisdom and 
courage to purchase sound securities 34% to nearly 
4 years ago, who now have very large profits on 
their investments and are interested in intelligent 
handling of their funds in the late stages of a long 
stock market cycle, the Institute’s latest study 
may perhaps be worth weighing against the abun- 
dance of unqualified bullish material now available 
from so many sources. 


If instead of careful and conservative handling 
of your funds, you desire immediate get-rich-quick 
advices, you would do better to take a trial sub- 
scription for a dollar or two to your favorite 
weekly tipster. 


A copy of Mr. Bancroft’s new survey is being 
made available to interested individuals and in- 
stitutions at a nominal charge of $2.00 to cover 
printing, postage and the cost of handling and 
to discourage purely curiosity requests. 


If you desire copy of this Survey, clip this advertisement and attach check or currency— $2. 


AMERICAN INSTITUTE OF FINANCE 


Under the direction of James R. Bancroft, President 


MW 


137 Newbury Street, Boston 16, Mass. 


Investment Supervision : 


Financial Management 


Individuals Institutions Estates 


substantial purchases made under that weakness— now have a substantial measure of liquidity, vary- 


[strana accounts under our supervision— which were 100% invested in the spring of 1942 va} 


ing with individual requirements, in addition to the holding of common stocks and government bonds. 
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SIMPLE—No complicated graphic charts to 
keep. 

COMPLETE—One payment to make. No 
continuing fees. 

SAVES MONEY—Helps you avoid costly 
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For profit-proving examples of trad ling with 
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Wheeling and Pittsburgh ‘Steel. 
Later developments in this situa- 
tion will bear watching. 

Until recently shares of leading 
steel companies had been conspic- 
uous laggards marketwise, with 
investors displaying preference 
for the shares of companies hav- 
ing greater flexibility in the mat- 
ter of costs and prices. Belated 
recognition of the more favorable 
aspects of the steel outlook ap- 
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parently has had the effect of 
stimulating public interest in the 
steel group and lately they have 
moved more nearly in line with 
the general market. The group as 


a whole, however, has yet to 
match the best price levels 


reached in 1939 following the out- 
break of war in Europe. 





































The Effect of War on Our 
Industrial Economy 





(Continued from page 66) 
the national average and where 
such was the case, as in some 
shipbuilding and aircraft centers, 
this expansion is almost certainly 
temporary. 

Certain aspects of our wartime 
industrial expansion stand out. 
These include not only the physi- 
cal expansion of productive ca- 
pacity and achievement of great- 
er productivity, important as they 
are to the perspective of the fu- 
ture. Other vital characteristics 
are the shift of industry towards 
the West and Southwest; the in- 
creasing share of industry in 
providing employment and_ in 
contributing to national income; 
the mounting proportion of the 
total population at work. 


Metal-Working Industries 


In the view of the WPB, the 
most important shift running 
counter to longterm trends is the 
extraordinary expansion of the 
metal-working industries, giving 
them a greater share of total em- 
ployment and national product 
than ever before. Accordingly, 
the WPB opines, it would seem 
that hereafter either the metal 
industries will have to shrink to 
fit the rest of the economy; or 
that the rest of the economy (or 
exports) will have to expand suf- 
ficiently to permit reasonably full 
utilization of the existing facili- 
ties and labor force of the metal 
industries. The facts of the situ- 
ation fully bear out this view- 
point. 

Another interesting point is 
that the wartime industrial ex- 
pansion has done more than re- 
gained the ground lost in the de- 
pression and stagnation of the 
Thirties. By 1944, the index of in- 
dustrial output was well above 
the level it would have reached 
if the trend observed in the sixty 
years preceding 1929 had contin- 
ued unchanged. It can be said, 
of course, that this is war con- 
ditions. This makes all the 
more pertinent and _interest- 
ing the question of how much of 
our wartime industrial expansion 
will be retained in the postwar. 
Essentially, this will not be a 
question of production at all, for 
we now have the productive re- 
sources, the labor resources and 
the financial resources to carry on 
our economic activities at levels 
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substantially above prewar. It is 
primarily a question of distribu- 
tion, that is mass purchasing 
power; on how we solve this prob- 
lem will depend in large measure 
whether and how much of our ex- 
panded industrial facilities can be 
used in the years to come. During 
the war, the manufacturing in- 
dustry particularly worked prin- 
cipally for one customer — the 
Government; henceforth it will 
again be producing for the civilian 
market which must be broadened 
materially if industry wants to 
sell near-capacity production at 
profitable prices. Since even under 
favorable conditions, the home 
market will hardly be able to ab- 
sorb anywhere near such vastly 
stepped-up output (compared with 
prewar), current emphasis on ex- 
port markets assumes new mean- 
ing. 

This need becomes even more 
clear-cut if we consider the dis- 
proportionate growth of the in- 
dustrial sector of the economy as 
compared with trade, services, 
building construction and agricul- 
ture. Between 1929 and 1944, in- 
dustrial employment rose from 
28% of total employment in 1939 
to 35% in 1944; salaries and 
wages earned in manufacturing 
increased from 30% of the total 
to 42%. This marks a reversal of 
the longterm trend, for some time 
prior to 1939, manufacturing had 
been declining in relative impor- 
tance. Whether this trend reversal 
will have any permanency depends 
on our ability to utilize the ex- 
panded productive capacity. 


Question of Over-Capacity 


Where wartime capacity expan- 
sion has been abnormally heavy, 
there exists of course an over- 
capacity problem that must be 
dealt with, for no conceivable vol- 
ume of postwar demand could 
fully utilize the enormous facili- 
ties in existence. This applies par- 
ticularly to magnesium, alumi- 
num, shipbuilding, aircraft, nitro- 
gen chemicals, and in lesser degree 
to steel, copper, industrial alcohol 
and high-octane gasoline. Synthe- 
tic rubber is in a category by it- 
self, with basic policy the prime 
determinant of the fate of this 
war-born industry. The first men- 
tioned industries face certain and 
drastic deflation; as to the latter, 
there may be a real chance for 
peacetime demand _ eventually 
catching up with productive ca- 
pacity. In the case of steel and 
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A Challenging Problem 
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westments in that part of the 
orld. Thus they prefer to with- 
aw British troops from Java 
st aS Soon as circumstances per- 
it, and let the Dutch fend for 


hemselves. 





The Dutch are standing by 


heir 1942 pledge of self-govern- 


rent for the East Indies in a new 
etherlands Commonwealth but 
hey bungled initial negotiation 
tempts with the Indonesian 
ders. Instead they began to 
sh troops from Holland. Brit- 
th troops on the scene held the 
nt until Dutch reinforcements 
still inadequate — arrived, and 
ere caught in the middle. They 
ere criticized by the natives for 
ping the Dutch and by the 
utch for attempting to limit 
heir help. 

Both the Dutch and the French 
hve tried to put the blame for 
e uprisings on the Japanese, 
intaining that the “rebels” are 
ymer Japanese collaborators. 
ere may be some truth in that 
t the fact is that “freedom” 
ovements both in Java and 
ndo- China have been of long 
anding, dating back decades. 
hey have logically, come to life 
bw, taking advantage of Dutch 
nd French weakness to push 
cir claims, hopeful that world 
inion will lend new force to 
hem. 


Britain’s Role 


The British role apparently has 
en a source of irritation to 
th, the Dutch and French. Brit- 
commanders have attempted, 
successfully, to bring French 
id Netherlands representatives 
to negotiations with rebel lead- 
. Both have declined and re- 
nted the British attitude. Both 
¢ determined not to give up the 
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The Dutch especially are un- 
Ppy over the way things have 
en shaping up. They consider 
unfortunate that the U. S. 
opped out of the East Indies 
ture folowing Japan’s surren- 
r and believe their own help- 
sness would end if America 
buld take a hand. It is not at all 
possible that they may yet ask 
s country to intervene, despite 
ong British opposition, thus 
ding to Uncle Sam’s headaches. 
te Dutch of course realize full 
(Please turn to page 112) 
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BOOKS THAT WILL BE OF INTEREST TO YOU! 


LEFT TURN IN CANADA 
By M. J. Coldwell 
Duell, Sloan and Pearce 247 pp. $2.75 
The worldwide revamping of political 
theories in the aftermath of war has 
brought to the forefront in many coun- 
tries strongly organized groups, each 
claiming to have discovered a panacea 
for all social, political and economic 
ills. An intelligent appraisal of such 
forces in the making requires a study 
of official explanations and as leader of 
Canada’s important Cooperative Com- 
monwealth Federation, Mr. Coldwell has 
given in this book an interesting his- 
tory of the growth and tenets of his 
party. Just how the CCF principles 
have worked out well in Saskatchewan 
will prove to be especially enlightening. 


THE SOUTH AMERICAN 
HANDBOOK 

1945 Edition 

Trade & Travel Publication, Ltd. 842 pp. $1.25 


Arrival of this twenty-second annual 
edition will be welcomed by a host of 
business concerns and individuals in- 
terested in the up-to-date status of the 
Latin-American countries. Included in 
the book is a colored map of the entire 
Caribbean, Central American and South 
American area. Comprehensive infor- 
mation regarding the products, trade 
and resources of each country is pro- 
vided, as well as of their leading cities, 
with special sections devoted to such 
subjects as banking, the meat industry, 
petroleum and transportation. The book 
will be indispensable to many and of 
interest to all. It is distributed in this 
country by H. W. Wilson Co. 


DIRECTORS AND THEIR 


FUNCTIONS 
By John Calhoun Baker 


Harvard Business School 145 pp. $2.50 


The proper qualification and respon- 
sibilities of corporate directors is a sub- 
ject deserving far more adequate study 
than has been the general practice in 
the past, for too often a casual selec- 
tion has proved to be unwise, both for 
the corporation and the individual. Dr. 
Baker goes into this matter very thor- 
oughly, pointing out the fundamental 
duties of directors in sharing the ad- 
ministrative and trusteeship functions 
of management, and the potentials for 
constructive improvement in company 
operations when the directorate has 
been wisely selected. As varying condi- 
tions preclude a set formula, the author 
concludes that the board must be care- 
fully fashioned to meet every essential 
requirement of its own particular defi- 
nition, 


A TAX PROGRAM FOR A 
SOLVENT AMERICA 


By the Committee on Postwar Tax Policy 
The Roland Press 278 pp. $3.00 


Under the chairmanship of Roswell 
Magill, former Under-secretary of the 
Treasury, a committee of prominent 
bankers and economists for more than 
a year past have been making a thor- 
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ough study of the Federal tax struc- 
ture, with an eye to its revision in the 
postwar period. This book embodies the 
correlative facts assembled and inter- 
esting recommendations resulting from 
their study. Consideration of every 
phase of corporate and individual taxa- 
tion is presented, and their relationship 
to the national income at several pos- 
sible levels in postwar, the Federal 
budget, and the possible revision which 
should be undertaken. In view of the 
unprecedented fiscal problems unfolding 
with the return of peace, the book pro- 
vides exceptionally good reading. 


HOW TO START 
YOUR OWN BUSINESS 
By Walter F. Shaw and E. W. Kay 
Ziff-Davis Publishing Co. 240 pp. $2.00 
Written by experienced business coun- 
sellors and specialists in Distributive 
Education, this book supplies complete 
information and advice as to the estab- 
lishment and operation of a small busi- 
ness. With hundreds of thousands of 
small new enterprises about to be 
launched throughout the country, the 
success or failure of which may depend 
upon fundamentals unknown to the av- 
erage individual, a book of this kind 
should prove valuable to a wide range 
of readers. Discussion is made of vari- 
ous fields of endeavor, the amount of 
capital essential, operating costs and 
pricing policies, to form an authorita- 
tive basis of procedure. 


RED PRELUDE 
By David Footman 


Yale University Press 267 pp. $2.75 


This book is essentially a biography 
of Andrei Tvanovich Zhelyabov, leader 
of the revolutionary movement in Rus- 
sia which culminated in the death of 
Emperor Alexander II in 1881. As these 
early emotional forces undoubtedly cul- 
minated in the successful revolution of 
1917, a perusal of the book provides a 
strong basis for understanding the Rus- 
sia of todav. Numerous sources of ma- 
terial for the book were all first hand, 
including hitherto unpublished details 
supvlied by individuals well qualified to 
assist in the compilation. The author is 
a British writer with extensive Euro- 
pean experience. 


CHINA AFTER SEVEN YEARS 
OF WAR 

Edited by Hollington K. Tong 

The Macmillan Company 246 pp. $2.00 


Seven authors have combined in this 
volume their versions of the Chinese 
people as they appear after years of 
struggle during war, and as seen by 
writers who have themselves lived 
through what they write about. Photo- 
graphically illustrated, the book gives a 
vivid picture of this heroic nation dur- 
ing hostilities, with inside information 
about its politics and business, adven- 
tures of the daring Chinese airmen, 
and comprehensively describes the col- 
orful individuals prominent during the 
country’s late ordeal. 
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South American Trade 
Opportunities 





(Continued from page 82) 
purchase of British goods. 
Around $1,000 million is in dol- 
lar balances and the remainder is 
in gold. A part of this gold is 
needed as monetary reserve re- 
quirements and is therefore un- 
spendable. 

Second, the gold and foreign 
exchange reserves are extremely 
unevenly distributed. Over $1.6 
billion or 40 per cent is, for ex- 
ample, held by Argentina, which 
may not need them at all, since 
her post-war exports may be 
large enough to pay for the re- 
quired imports. Other large hold- 
ers, Cuba, Uruguay and Vene- 
zuela, with combined holdings of 
about $850 million, may likewise 
have very little use for them in 
the immediate postwar period. On 
the other hand, the gold and for- 
eign exchange holdings of Chile, 
Peru, Bolivia, Colombia and even 
Brazil are not nearly large 


enough for their potential needs. 
Furthermore, in a number of 
countries the reserves have 
turned downward in_ recent 
months. 

Third, the gold and foreign ex- 
change has been largely accumu- 
lated because of the inability of 
Latin American countries to pur- 
chase during the war the goods 
that they really needed and 
should be regarded, therefore, as 
“deferred maintenance funds” to 
be used for the purchase of capi- 
tal goods. A number of countries 
have already indicated—by tight- 
ening import controls and for- 
eign exchange regulations—that 
they are determined to spend 
their wartime accumulated re- 
serves with great caution, and 
not for consumer goods either, as 
happened after the First World 
War. 

Consequently in a good many 
Latin American countries the 
prospects of private purchases of 
automobiles, refrigerators, radios 
and other consumer durable 
goods will depend upon how much 


exchange will be available fi 
current exports by those cou 
tries. In this respect, the prospe 
vary greatly from one country{ 
another, depending upon postyy 
demand for their principal expy 
products (which are still relative 
few, despite all the diversificati 
that has taken place during t 
war) and upon their ability 
meet competition in world m 
kets. 

The wartime boom has resultg 
in most of the Latin Ameri 
countries, in an inflationary 
of prices and costs above the ly 
els existing either in the Unit 
States or Great Britain. How the 
prices and costs will be broug 
down to the world level is ; 
great problem of the war-to-pex 
transition period in most Lat 
American countries. It will be; 
extremely difficult problem | 
cause of political and social im) 
cations. Labor unions, which ip 
number of countries are extreme 
powerful, will unquestionably 
test any move to reduce wag 

(Please turn to page |i 

















Prospects for Imparts from Latin America ‘ . 
(All figures in Millions of Dollars) Prospects for Latin American Exports 
U. S. IMPORTS LIKELY TO EXPAND Country (Millions of Dollars) 
1938 1944 Affected 
Sugar . 80 209 Cuba | U. S. EXPORTS LIKELY TO INCREASE 
sa -—" 8 87 Argentina, Uruguay 1938 1944 
enequen and other 
fibers 9 58 Mexico Steel mill products 53 151 
—— oils and 31 52 Brazil Industrial machinery 53 99 
Hides and skins 10 33 Argentina, Brazil Electrical machinery and apparatus. 31 40 
saat 28 | eles Motor vehicles 67 32 
as Petroleum and petroleum products 31 30 
Total . 169 (38%) 484 (31%) Agricultural machinery 22 16 
U. S. IMPORTS DEPENDING UPON BUSINESS ACTIVITY ce 
Coffee 134 325 Brazil, Caribbean PID er 12 15 
Petroleum and petro- Scientific instruments 3 14 
leum products 19 54 Venezuela 
Meat products 9 22 Argentina, Brazil Chemical specialties, drugs 21 90 
ah: I 24 Bolivia —~ — 
Lead . or = sg Total 293 (62%) 487 (479.0 
ae int Il U. S. EXPORTS LIKELY TO BE AFFECTED 
Total 207 (46%) 715 (46%) Chemicals, industrial 6 19 
U. S. IMPORTS LIKELY TO DECLINE Textile manufactures 30 92 
ae cama 27 41 Chile Paper and paper manufactures 8 32 
on-ferrou a 
other than copper, ; Glass and glass products 3 17 
T wi sed 0 10 m Chile, Mexico Miscellaneous products 74 174 
obacco an 
tobacco products 8 23 Cuba pee 0 
Alcoholic beverages | 36 Cuba, Caribbean Total .. i 121 (25%) 334 (32 | 
Vegetable propera- ” lll U. S. EXPORTS LIKELY TO DECLINE 
tions ee a 
Rubber and rubber Rice, flour and vegetable products 33 100 
products 2 22 Brazil Mili 
Leather and leather itary exports 16 15 P 
products .... ae 19 % : 
Industrial diamonds |. 17 Brazil Meats, fats, milk, etc.... - 40 
_ - ' ie —_ Total . . 62 (13%) 215 (214 
Total 73 (16%) 372 (23%) Grand Total ..... _ 476 (100%) 1,036 (1004 
Grand Total 449 (100%) 1,571 (100%) 
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(Continued from page 110) 
and the only way out may be to 
depreciate the currency. Sugges- 
tions to that effect have been 
made in several countries, includ- 
ing Chile and Brazil. 

The readjustment to postwar 
conditions and the reduction of 
wartime inflated prices is likely to 
be most difficult in those countries 
which, like Chile, Bolivia and Mex- 
ico, profited most from our war- 
time purchases. The wage rates in 
those countries have gone up sub- 
stantially and the existing social 
laws which aim at full employ- 
ment are likely to handicap any 
move toward the lowering of costs. 
In Mexico, for example, the law 
permits the installation of more 
efficient machinery only if the 
number of employees is un- 
changed. In Chile and Bolivia, the 
outlook is particularly bad, be- 
cause there is very little to fall 
back upon, except the exports of 
non-ferrous metals. While there is 
a prospect that the Continent of 
Europe will be in the market, it 
is doubtful that its demand will 
make up for the falling off in our 
purchases. There also will be huge 
stocks of non-ferrous scrap to 
draw upon. The prospects are bet- 
ter in Mexico, where the exports 
are more diversified. It may be 
taken for granted that all these 
countries will go in for strict con- 
trol of imports and of external 
transactions in general. 


Brazilian Inflation 


Brazil is another Latin Ameri- 
can country where inflation has 
made considerable inroads. The 
maintenance of finished goods ex- 
ports, which in 1944 accounted for 
one-fourth of total exports, will 
depend upon the lowering of prices 
and costs. While the marketing of 
cocoa, cotton, vegetable oils, meats 
and hides should present no diffi- 
culty during the next few years, 
the outlook for coffee, large ex- 
ports of which were anticipated, 
is somewhat clouded by the loss 
of Europe’s purchasing power and 
possibly by the decline of con- 
sumption in this country. The out- 
look for Colombian exports is 
somewhat better, principally be- 
cause the chief export product, 
coffee, is largely absorbed by the 
United States. 

For the time being, Cuba, Vene- 


a2 


zuela and Santo Domingo should 
continue to enjoy their wartime 
prosperity and maintain their 
present volume of exports. It will 
take a few years to bring about a 
more normal situation in world 
sugar and petroleum markets. The 
transition period holds no prob- 
lem for Argentina and Uruguay, 
both of which are likely to be fa- 
vored by Europe’s and our con- 
sumer demand for their hides, 
meat, corn, wool, and vegetable 
oils. In fact, they should be more 
prosperous than during the war. 
Furthermore, neither one of them 
is faced by the problem of realign- 
ment of prices as the neighboring 
countries are. 


Conclusions 


In summing it up it may be said 
that the prospects for continuing 
the present record volume of busi- 
ness with Latin America are good. 
Latin America stands to be our 
most promising and also our most 
convenient market during the 
next year or so, not only because 
of its purchasing power, but also 
because trade with her should be 
relatively free from government 
regulations. At present, the United 
States is a market for some 55 per 
cent of Latin America’s exports, 
while in turn we supply the 20 
Republics with nearly 60 per cent 
of their import requirements. 
With Europe back in the ring, 
some wartime trade will naturally 
revert to old channels. Great Brit- 
ain, which in 1944 supplied prob- 
ably no more than 8 per cent of 
Latin America’s imports, should 
win back some of the trade. Her 
pre-war share of the business was 
about 15 per cent. 

Judged by the trend during the 
past 30 years or so, we should 
ultimately keep between 45 and 
50 per cent of the total Latin 
American trade, provided that the 
Republics stick to multilateral 
trade policies and do not experi- 
ment too much with bilateral 
trading and economic nationalism. 
Prior to the Second World War 
(1936-38), we took about 32 per 
cent of the Latin American ex- 
ports and supplied about 35 per 
cent of the imports, and prior to 
the First World War (1913) the 
figures were 30 and 24 per cent 
respectively. The economic inter- 
dependence of the Americas has 
truly progressed. 

There can be no reversal of this 
trend but neither can its further 
strengthening be taken for 
granted. 
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well what is at stake. The rich 
East Indies have been the main 
source of Dutch wealth and influ- 
ence; were they driven out of the 
islands, the Netherlands would 
quickly sink into poverty and in 
significance. The country stands 
and falls with her colonies. 


Promise of Self-Government 


Like the French, the Dute 
have made general promises of 
self-government for their posse 
sions but have been delaying ac 
tion. The French have given the 
IndoChinese assurances of great 
er autonomy in a Federal Union 
and found rejection of their 2 
surances rather exasperating, 
The situation here is even more 
difficult. The French are cor 
fronted with an Allied decision te 
divide Indo-China into a norther 
sphere under Chinese jurisdic 
tion and a southern sphere un 
der the British, until the Japs are 
out and the French in a positiol 
to take over. This the French fea 
may further undermine thei 
prestige in Southeast Asia, 
ready shaken by French weak 
ness as a result of the war. A 
the more they are determined 
hold their own, in an effort 
regain their former status as 4 
colonial power. 

To the Dutch, holding on to th 
Indies is a matter of life an 
death, economically speaking. 
the French, keeping Indo-Chin 
is economically important but thi 
factor is overshadowed by t 
question of prestige, vital to 
France that is bending every é 
fort to regain her status as 
world power. 


Rights of the Colonials 


What about the colonial pe 
ples; their moral rights are u 
deniable and have been fully re 
ognized in this country. In th 
circumstances, compromise 
that is a generous compromise ¢ 
the part of the European powe 
appears the wisest policy and th 
U. S. may yet be called upon 1 
help bring about such a solutio 
Barring such a compromise, tl 
political ferment springing fro 
widespread nationalist mo 
through Southeast Asia may w 
assume even more explosive 4 
pects and and become a dead 
threat to the colonial empires 
Asia. 
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